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NATIONAL POLICY AND ISSUES 


'GUANGMING RIBAO' ON SIMPLIFYING ADMINISTRATION 
HK100654 Beijing GUANGMING RIBAO in Chinese 28 Feb 82 pp 1, 3 


{Article by Xia Yulong [1669 4416 7893], Liu Ji [0491 0679], Feng Zhojwm 
[7458 0037 3182] and Zhang Nianchun [1723 1519 2797]: "On Better Troops and 
Simpler Administration] 


[Text] Better troops and simpler administration are a tradition of good 
government in our country. After ascending the throne, Li Shimin, Emperor 
Taizong of the Tang Dynasty, addressed himself to the Sui Dynasty's problems 
of ineffective troops and muddled administration by streamlining the army and 
simplifying administration, and, for a time, the total number of central 
government officials was only 643. These reforms greatly increased the 

level of efficiency in the government, allowing for the prompt implementation 
of a series of innovative policies and laying the foundation for what was to 
go down in history as the "Zhenguan period of government." 


Better troops and simpler administration are also glorious traditions in our 
party. In the autumn of 1941. a period of terrible hardship for the Chinese 
as we fought on against the Japanese, the Party Central Committee resolutely 
adopted the suggestion of the patriot Li Dingming to “streamline the army and 
simplify administration." The lessening of the burden placed on the people 
and increasing the fighting power of each unit were important factors in the 
victory in the war of resistance against Japan. Since nationwide liberation, 
the many occasions on which our party has streamlined the army and «implified 
administration have achieved definite results. 


Now that the bugle to advance has been sounded for the four modernizations 
and the development of China, our party has once again raised the policy of 
streamlining state organs, a policy which in meaning is the same as the call 
for better troops and simpler administration. This enlightened and important 
poli: y decision has already become the focus of great interest and enthusiasm. 


Regular Activities of Modern Scientific Management 


Modernization is the transformation of small-scale production into large-scale 
socialized production. While under conditions of small production the stream 


lining of the army and the simplification of administration may be extra- 
ordinary measures, under conditions of large-scale production they are 











regular features of modern scientific management. The reasons for this are 
as follows: 


First, the principles of efficiency in small- and large-scale production are 
fundamentally different. 


The principle of efficiency in small-scale production is that "it is easier 

to get things done and to raise the level of enthusiasm when there are lots 

of people." In large-scale production, however, it is entirely different as 
thousands of people engage in socialized activities based on division of labor 
and cooperation. There arises not only the question of individual efficiency 
but also the more important question of efficiency within an overall system 
composed of various separated units. As in the case of a machine, even though 
all the individual parts may be operating properly, this does not necessarily 
mean that the machine as a whole will function well. As far as reliability 

is concerned, it is impossible for every single part to be perfectly reliable. 
Therefore, the more parts there are the less reliable the machine will be. 

The principle of efficiency in large-scale production is that "a few people 
should do many things since one extra person means one more possible source 

of trouble." This is because superfluous personnel will only disturb those 
who are actually working. Therefore, the call for good troops and simplified 
administration is the same as the basic management demand in modern, large- 
scale production. This is also the reason for the separation in modern 
foreign enterprises of ownership and management authority. 


Second, large-scale production is also characterized by rapid changes in 
development. 


The reason for this is that large-scale production is based on the foundation 
of modern science and technology. Modern science and technology change with 
each passing day. The achievements made in science and technology since 

World War II are perhaps equal to the sum cotal of achievements made during 
the previous several thousand years. Our understanding of certain specialized 
fields has begum to change every 5 years while the rate of change for products 
is even faster, with products being replaced every 1 or 2 years. Because of 
this, competition on the world market has been raised to a fierce level. 

Under such complex and constantly shifting conditions it was inevitable that 
the demands placed on management would also change. Units and personnel that 
are essential one day could easily become unnecessary the next and what were 
efficient units and competent workers one day could all of a sudden become 
unnecessary. Because of this, if management in large-scale production is to 
succeed in keeping itself current, it must both carry out readjustment in 
accordance wit: the changes in situation and also carry out streamlining of 
troops and simplification of administration in accordance with the principle 
of efficiency in large-scale production. 


Third, large-scale production and bureaucratism are as incompatible as fire 
and water. Bureaucratism not only lowers the level of efficiency of large- 
scale productioi activities, but can, in the long run, also contaminate the 
whole system o° large-scale production. There are many reasons for bureaucra- 
tism. In 1958 the book "Parkinson's Law," written by the famous English 














historian Northcott Parkinson caused a sensation. After a long examination of 
real life in England, the author asked himself why the phenomenon of over- 
staffing had occurred. He noticed that there are probably three choices 
open to an incompetent officeholder: He can ask to be discharged; he can 
find someone talented to take over his own duties; or he can find two assis- 
tants whose level of competence is even lower than his own. The first is not 
an alternative he would willingly choose as it will involve the loss of his 
“old-age pens‘on" and other benefits. The second alternative is no good 
either because as soon as an upper level post falls vacant this talented 
person will present a virtually insurmountable obstacle to his own promotion. 
Because of this, it is the third alternative that is best. He will, there- 
fore, divide his work among two assistants while retaining control of the 
whole situation as their su erior. At the same time, the two assistants 
will mutually restrain each other, ensuring that neither will ever pose a 
serious threat to his position. In this way, work falls into the hands of 
two incompetent assistants who, in turn, act in the same fashion by hiring 
two assistants each of their own. If sucii a tendency continues unchecked it 
results in a system of bureaucratism that is characterized by constant 
haggling and inefficiency. Parkinson's law refers to conditions in England, 
and, of course, conditions in our coumtry are very different. However, 

there is still one point from which we can gain a good deal of enlightenment: 
If we ignore the need for better troops and simpler administration aid allow 
too many people _o hold posts, the management of large-scale production could 
easily sink into the mire of bureaucratisnm. 


From the above three points we can see that if either large-scale production 
or modernization is to be carried out effectively then constant recognition 
of the need for better troops and simpler administration is an essential 
aspect of modern scientific manzgement. Because of this there is no need to 
become frightened as soon as bitter troops and simpler administration are 
mentioned; rather than seeing such a process as a “sudden attack” we should 
treat it realistically as a common feature of management under large-scale 
production. If failure to pay attention to better troops and simpler adminis- 
tration gives rise to the erosion of management by bureaucratism the most 
effective way of reversing the situation is still to streamline troops and 
simplify administration. In the early 1970's the werld famous German enter- 
prise, the Volkswagen Automobile Company, was almost reduced to bankruptcy 
by the energy crisis. The reason for this waa that the former general 
manager of the company lacked the ability to manage modern large-scale 
production. In 1974, the company lost 870 million Deutsche marks; this was 
followed by a loss of 157 million Deutsche marks in 1975. Added together 
these losses far exceeded the total value of the company's shares, meaning 
that bankruptcy was near at hand. In February 1975, the board of directors 
invited a management expert from Rhine Steel Works to take over as general 
manager, After taking over at the helm of this very shakey ship, his first 
step was to reorganize the leadership organization and personnel. By 
borrowing 300 million Deutsche marits to cover compensation payments he was 
able to reduce the number of workers from 310,000 to 93,000. "It is neces- 
sary to get rid of those managers and workers who merely follow the beaten 
path, seeking only personal gain and those who refuse to do practical work 
and are unable to make suggestions." This opened up the way for reorganizing 











units as well as upgrading products. Within the first year the company was 
able to convert its losses into profits and in the second year a profit of . 
l billion Deutsche marks was announced. 


Owing to management habits bore of a4 long period of small-scale producticn, 
our country is fraught from top to bottom with the problem of overstaffed 
organizations and redundant personnel. Only if we are bold and decisive in 
our efforts to streamline troops and simplify administration will moderniza- 
tion have any hope. 





Scientific Understanding of Better Troops and Simpler Administration 


Any discussion of better troops and simpler administration must begin first 
of all with a correct wnderstanding of what this involves. The differences 
between small- and large-scale production is very important here. 


In the case of small-scale production better troops and simpler administra- 
tion refers to the merging together of management organizations and reducing 
management personnel. Such methods can be used in the case of small-scale 
produccion because those who manage small-scale production are officeholders 
rather than actual producers and the streamlining of their organization will 
improve efficiency. This simplistic method, however, will not be able to 
resolve the problems encountered in large-scale production. Reform of 
administration has been undertaken several times since liberation; the results, 
however, have been far from ideal, with old habits returning once the wave of 
reform has passed. In fact, it can even be said that in some cases such 
attempts at reform only compcunded the problem of bloated government administra- 
tion even further. 


The better troops and simpler administration that are required by large-scale 
production are of a very different kind. According to statistics, since the 
1950's the number of managers in America has been increasing at a rate of | 
ll percent each year with the result that so-called "white collar workers" 
already outnumber “blue collar workers." In the Soviet Union between 1941 
and 1973 the number of specialized personnel who had received higher educa- 
tion increased eight times. The number of planners, statisticians and other 
such managers increased by 292 percent. From this it can be seen that the 
small-scale production habit of viewing all management organs and all managers 
as nonproductive is no longer valid. The belief that it is better to have as 
few personnel and management organs as possible r ns counter to the aim of 
better troops and simpler administration. 


It is necessary to reach a scientific understanding of better troops and 
simpler administration from the viewpoint of large-scale production. In the 
case of large-scale production, better troope and simpler administration are 
directly related to the question of improving overall svstem efficiency. 

It is a question of observing actual effects rather than the form. We 
believe that the content of better troops and simpler administration under 
the system of large-scale production can be summarized in the following 


manner: 








(1) There should be a streamlining of all nonessential management organs. 
For entirely superfluous organs this, cf course, goes without saying. 


(2) Personnel who serve no purpose or are wumable to discharge their duties 
should be transferred from their posts and retrained. 


(3) We must establish a highly effective, scientific organizational structure 
and select competent managers suited to this organizational structure. 


1) The center of decisionmaking—this refers to the leading policymaking 
body of the large-scale production system. In addition to establishing a 
relatively large committee to decide on major policy issues, we must ensure 
that there is also a small efficient decisionmaking body to handle day-to-day 
affairs. Decisions should be made by a single body as the existence of 
several decisionmaking bodies would only result in confusion. The number of 
decisionmakers should be kept as low as possible, otherwise conflicts stemming 
from varying opinions would become difficult to resolve. Generally speaking, 
there need only be one decisionmaker for day-to-day affairs. This person 
must be highly skilled at decisionmaking and management and should be 
accountable to the management system as a whole. There should also be twuo 
or three assistants to help coordinate work. It is very rare in foreign 
countries, however, for the number of assistants to exceed five. The deci- 
sionmaking center is the soul of administration and management, practice 
both in China and abroad has shown that it is impossible for a management 
system with an inefficient decisionmaking center to ever achieve satisfactory 
results. 


2) Executive system--the task of this system is to carry out the instruc- 
tions issued by the decisionmaking center. These instructions must be 
carried out in a firm and rigorous manner, otherwise even the best instruc- 
tions will not achieve the practical results they should. Therefore, the 
executive body must be efficient and tight knit. Members of this body must 
be faithful and hard working and anyone who is either unwilling or unable to 
carry out the instructions of the decisionmaking center should be transferred 
out of the executive system. 


3) The supervisory system--this system should supervise the way in which 

the instructions of the decisionmaking center are carried out so as to ensure 
that they are carried out correctly. With the development of modernization, 
supervision of financial administration, the economy and market is particu- 
larly important. 


4) Feedback system-this system should assist the Jecisionmaking center in 
revising and perfecting its instructions by reporting back the practical 
results of the instructions that have been implemented. The system should 
include general bodies for investigation, information, statistics and advice. 
The feedback system embodies the basic principle of Marxism that “practice 

is the sole criterion for testing the truth. Therefore, whether or not there 
exists a sensitive, correct and powerful feedback system is the critical 
factor in whether or not management has vitality. The feedback system should 
permit necessary repetition and should draw on collective wisdom and absorb 








useful ideas by incorporating a diverse range of people within its organiza- 
tion. The feedback system needs a group of sharp-witted and creative 

advisers; and it is for this reason that old and infirm but nevertheless 

very experienced people as well as those peuple with talent but who disagree 
with the instructions of the decisionmaking body are such vital assets to 

this system. The wide-ranging knowledge of these within the feedback system 
will help to strengthen the correct, tight, and authoritative character of 
decisionmaking and will in no way hinder the implementation of policy instruc~ 
tions. As the feedback system is very different from the decisionmaking center 
its members may be permitted to hold office for life. 


In this way the one center and three systems combine to form the management 
Structure. Not only is this structure highly efficient it is also able to 
adjust to all sorts of changes in objective reality. This is the aim and 
requirement of better troops and simpler admin‘ istration in a system of large- 
scale production. Unfortumately, our country’s management system is still 
very weak in this area. Many decisionmaking centers are much too large with 
overcomplicated structures that only cause laxity and weakness. Furthermore, 
while our management system contains a powerful executive system its super- 
visory system is weak and its feedback system is virtually nonexistent. 

With all of our cadres concentrated in the executive system is it not at all 
surprising that the structure is bloated and overstaffed? 


In our opinion the above represents the scientific significance of the current 
streamlining of the administrative structure. 


Carry Out the Call for Better Troops and Simpler Administration Scientifically 


When carrying out the call for better troops and simpler administration in the 
past, for the sake of fulfilling the target of streamlining, we sometimes 
indiscriminately sent administrative personnel to the “frontline of production. 
Later, because of work requirements, we again transferred them back and even 
“borrowed peuple" from the grassroots wits. Consequently, following every 
streamlining, there was often a greater bloating. We must draw from this 
lesson. Better troops and simpler administration should be rigorously carried 
out, but a scientific method must be used. We suggest: 


l. Use systematic viewpoints and methods. First, we must streamline the 
policymaking centers at various levels so that leading bodies at all levels 
can be strengthened on the basis of ratiop*lizing their intellectual structure. 
This body must be capable and effective. Oniy if this end is properly stream 
lined can we take in hand the program of better troops and simpler administra- 
tion. 


After that, we must set up a study group for better troops and simpler 
administration under the leadership of the policymaking centers to carry out 
a scientific analysis of that administrative system and to consider the whole 
administrative structure as well as select and readjust relevant personnel 
based on the three systems mentioned above. Without a rational structure, 
streamlining organs and personnel will be carried out blindly and it will 








be impossible to achieve good systematic efficiency. With a sound structure, 
we can remove those umnecessary and unqualified personnel and readjust or 
increase necessary and qualified administrative personnel based on the dem mds 
ef the structure. 


2. Make scientific arrangements for qualified people. Better troops and 
simpler idministration under the socialist system is not the capitalist 
reduction of staff, and there is an <3sential distinction between then. 

This is not only because the socialist system offers full work protection to 
every worker, but also because every worker himself is a valuable part of the 
wealth of the whole great socialist system. Better troops and simpler admin- 
istration is precisely for the sake of more fully bringing into play the 
ability of every worker so that he will have room to bring his own role into 
play. With this as the point of departure, regardless of the personnel 
retained in a certain administrative wiit or the personnel transferred *o a 
certain administrative wiit, we must have sensible scientific arrangements 
for then. 


First, we should make appropriate arrangements for those who definitely are 
no longer suited to be administrative personnel. For example, some of the 
comrades who are advanced in years and in poor health and who are no longer 
equal to administrative work should either leave their posts for convalesence 
or retire. We see to it that they enjoy their remaining years in comfort. 
After they have left their posts or retired, they can still continue to make 
contributions to the socialist cause. This is not only because vacating 
their posts for the younger generation they have helped to foster and allow 
them to enhance their abilities in practice which will benefit the cause of 
socialism, but also because, to a genuine revolutionary, there are battle 
stations everywhere and there are still many things he can do after he has 
left his post or retired. 


Second, we should bring up qualified people scientifically. The objective 

of better troops and simpler a/tministration is admittedly to raise systematic 
efficiency, but the basis of systematic efficiency is the efficiency of every 
individual worker. Therefore, an important task of better troops and simpler 
administration is improving the quality of the workers. Our cowtry requires 
large numbers of economic managemen‘, administrative management and social 
management cadres for the four modernizations. However, the scientific 

and cultural level of many administrative cadres is very low at present. 

They have no knowledge of modern management and do not now fit the needs of 
modernization. In this better troops and simpler administration, we should 
arrange for them to return to study in a planned manner. Sy means of study, 
they will increase their knowledge, improve their administrative ability and 
raise their administrative efficiency when they return to their posts. As 

a result of the rapid development of science and technology, the concept of 
modern education is already no longer "a single education” of from kinder- 
garten to college, but a “lifelong education.” Therefore, the training of 
cadres at work by rotation is an important mission of modern management. 

We must make withdrawing from production to study into the furnace for 
bringing up qualified people and the great reservoir for storing and inter- 
changing cadres. That is why our party has attached equai importance to 
“cadre training by rotation" and “streamlining the organs” in its stream 
lining work. 











Third, we should know the people well enough tc assign them work commensurate 
with their ability in accordance with the systematic principle of scientific 
management. 


Judging from actual condirions in our coumtry at present, we must energeti- 
cally strengthen the supervisory system and the feedback sysf.em before ve 
can fit in with the needs of the four modermizations. As a result of the 
strengthening of socialist law, the judicial departmeats alone require large 
numbers of legal cadres. We estimate that Shanghai needs more than 1,000 
lawyers, but it has lese than 100 at present. This figure stili does not 
include the number of cadres engaged in economic law required by modem 
enterprises. The capacity of the feedback system is even greater. Various 
consultant advisers, policy study groups, research institutes and research 
centers have been extensively set up. Such “software scientific" organs 
cost very Little, but the visible and invisible role they play is ei:ormous. 
Here, we think it is necessary to give proper respect to advisers. At 
present, some people have either been influenced by the vulgar feudal point 
of view or by the prejudice of smail production, and they hold that advisers 
are “shopworn goods” and there is “no way t.) make arrangements fcr then." 
This is extremely wrong. In modern mass production, the position of adviser 
is very honorable and dignified. Not just anyone can be hired as an aiviser. 
Only scholars with real learning and rich experience or men of action ats 
equal to the task. A single idea of the adviser can sometimes determine the 
rise and fall of an enterprise. Therefore, in foreign countries, some famous 
advisers receive over $1,000 for 1 or 2 hours of their time. In short, all 
kinds of advisers are required for the management of mass production. This 
is a very important post and requires large numbers of qualified people to 
fill it. 


If this is implemented in accordance with the three points menticned above, 
all the talented people will be able to bring their role into pla, at their 
different posts, and the phenomenon of more people than jobs will certainly 
be eliminated. 


3. Give play to and temper the fine work style of the party in better tro vps 
and simpler administration. 


Although better troops and simpler administration is an effective measure of 
scientific management, however, the effectiveness of this measure still 
depends a great deal on the people. If instead of attaching impcrtance to the 
great cause of the party, we do not carry out work in accordance with scien- 
tific truth and only pay attention to personal feelings, to so-called former 
subordinates, comrades in arms, schoolmates, colleagues and friends and even 
to the coattail influenry, then better troops and simpler administration 

may possibly only streamline the talented people and leave behind mediocre 
people. Under the present conditions of the problem of “everybody eating 

from the same iron rice bowl" which has still aot been completely solved, 
there is actually this danger. Therefore, we must energetically give play 

to the party's fine tradition of selflessness and working wholeheartedly for 
the people, strictly carry out work in accordance with the “guiding principles 
for inner-party political life" and put an end to all unhealthy tendencies 
before we can really achieve the objective of streamlining the organs, raising 
efficiency and opposing bureaucracy. 


The seeds of better troops and simpler administration we have sown will bear 
rich fruit in the four modernizations. 


CSO: 4006/348 








ECONOMIC MANAGEMENT 


NEW APPROACH TO ECONOMIC WORK URGED 
Shanghai WEN HUI BAO in Chinese 5 Feb 82 p 3 


[Article by Xing Chun [6580 2504] and Jin.Wei_[6930.1414]: "On Improving 
Economic Results" ] 


[Text] Since the beginning of the year, while studying Premier Zhao Ziyang's 
"Report on the Work of the Government," everyone has expressed firm support 
for the new path of economic construction and the ten principles raised by 
the Central Committee of the Party which take the improvement of economic 
results to be the focus, and has been greatly encouraged. People say that 
this is a glorious path, a scientific path, a path to prosperity and a path 
necessary to revitalizing China. Truly, if the problem of improving economic 
results is solved, it will not only stabilize the advance of the national 
economy, leading to healthy development, but will inevitably have a far 
reaching effect on every aspect of socialist life. Because of this, improving 
economic results is not only the basic point of departure for comrades 
engaged in economic work in their considerations of economic matters, but is 
also an important standard with which comrades on all other battlefronts must 
be concerned and to which they must adhere. 


Establishing this correct notion of taking the improvement of economic results 
to be the focus has been a tremendous achievement of upholding the line of the 
party since the Third Plenum of the llth Party Central Committee. Although 
there are a number of objective reasons for poor economic results, still they 
are closely related to the effects of the mistaken ideology of the "left" on 
economic construction. For a long time now we have generally taken the high 
speed development of the economy to be the "soul" of socialist construction, 
without regard for economic results, with the result that, although there have 
been quite a few achievements in economic construction since the establishment 
of the nation, the extent of increase in the national income has been much 
lower than the extent of increase in the total value of agricultural and 
industrial output, and the extent of improvement in the people's standard of 
iiving as been much lower than the extent of increase in the national income. 
The discussions about the standards of truth that were carried on both before 
and after the Third Plenum of the llth Party Central Committee shattered the 
guiding ideology of the "left" at work in the economic domain. The discussion 
of socialist economic goals that have gone through so many twists and turns 
also has led to a further correction of the guiding ideology in economic 











construction. The measures in keeping with the principles of readjustment, 
restructuring, reorganization and upgrading that were set forth by the Central 
Committee of the Party have finally brought about a change in the terrible 
cycle of "two highs" and "two lows." Now, "High targets" have been changed to 
reflect more realistic rates of growth, “large accumulations” have begun to 

be reduced, “low consumption" has been readjusted and the situation of “low 
efficiency" has attracted alot of attention. Through our practice of the last 
few years, we have finally set ourselves upon a new path of developing the 
economy in ways suited to our national conditions and have clearly recognized 
that the core of this new path is the improvement of economic results. Going 
from “high speed is the soul” to “improvement of economic results being the 
focus" must be called a turn around of a basic nature in our nation's economic 
development strategy. It has truly set our nation's national economy on the 
path of stable development, and it reflects the tremendous deepening of our 
party's and our nation's understanding of our national conditions and the laws 
of socialist construction. In traveling this steady and dependable path, the 
hearts of the people are freer from anxity, and, as a result, their confidence 
is greatly strengthened. 


Improving economic results by all means possible will greatly develop the 
tremendous economic potential of our nation. What do we mean by economic re- 
sults? Simply put, it means using the smallest expenditure to achieve the 
greatest effect. According to Marxist theory it means relying on expending the 
smallest effort, under conditions that are most conscionable and most suited 
to the basic nature of mankind, to regulate in a reasonable way the material 
exchanges between people and nature" (see the "Complete Works of Marx and 
Engels," vol. 25, pp. 926-927). People of every society pursue the optimum 
economic results for their time and their society. Even though the organizers 
of capitalist economics are motivated by economic results and the limitless 
pursuit of surplus value, and take the matter of "results" to be a “perpetual 
concern," still, because of the inherent contradictions in the system of 
private ownership, it is not possible for them to achieve optimum economic 
results for the society as a whole. Only under a socialist system can a love 
of labor and of the fruits of labor be truly cherished, and is it possible 

to uncover fully the various economic potentials and improve the economic 
results for the society as a whole. This is because the fundamental economic 
laws and production goals of socialism require that we use the smallest 
expenditure of labor to produce the most and the best material and spiritual 
goods in order to satisfy the daily increasi.g material and cultural needs of 
the people. This is the internal impetus behind our uncovering potentials and 
improving economic results. In the past, because we did not establish the 
notion that economic activities must take the improvement of economic results 
to be the focus, there existed situations of increasing factories without in- 
creasing production and increasing production without increasing income, and 
of tremendous waste. Taking the question of energy resources as an example, 
our nation's energy resources are not at all lacking, and our volume of pro- 
duction is not small, but our utilization ratio is low and our wastefulness is 
shocking. In 1979, our nation's total energy consumption was 586 million tons 
--third in the world. For the same period, Japan's total energy consumption 
was 550 million tons. Total energy consumption for China and Japan was 
practically identical, but the value of our nation's industrial output was only 
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25 percent of that of Japan. According to statistics for the years 1952 to 
1978, our total investment in capital construction reached 600 billion yuan, 
but fixed assets actually formed were only worth 400 million yuan. Because 
we have lacked the notion of taking the improvement of economic results to be 
the focus and have not been particular about our paths to producing, accum- 
lating and utilizing wealth, situations of high costs, high ccusumption, low 
earnings and slow turn around time exist almost everywhere, to the point of 
finding conditions where there is "gold" everywhere, but no one picks it up 
or where people are holding a "golden rice bowl," yet begging for food. Such 
circumstances make it clear that behind this weste lies buried tremendous 
economic potential. If we can only plant the notion of improi ‘ng economic 
results in the people's minds and make the improvement of economic results 
the poiat of departure for all economic activity, then we can develop our 
potential, clench our fists, utilize our strength at the crucial points and 
reach our goals of increased production, incrzased income, and increased 
social wealth. 


Lenin once said that we must be good at seeking out the special link in the 
chain in every period and must grasp that link with all our strength. In- 
proving economic results truly is the crucial link in our economic construc- 
tion. The new path to economic development laid out in the "Report on the 
Work of the Government" encompasses three aspects: one is "a relatively 
realistic rate," one is “better economic results," and the third is that "the 
people receive greater material benefits." These three are important features 
of socialist economic construction and not one of them can be dispensed with. 
And what is the relationship between them? A relatively realistic rate per- 
tains to one that is solidly down to earth and is totally concerned with 
improving economic results. Therefore, the results and the rate are in 
dialectical unity and only with results and at this rate can the people attain 
greater material benefits. Because of this, in thoroughly implementing the 
ten principles in economic construction, a firm grasp of the key link of 
improving economic results can spur on the entire economy. The facts of the 
last year and more have already made this completely clear. When we pay 
attention to economic results and produce more goods that meet the needs of 
the marketplace, then buying and selling becomes brisk and goods become more 
abundant, and, as it turns out, trade in some really popular watches, bicycles 
sewing machines, televisions and like merchandise has already picked up and 
excellent selections are now available, and the vast rural markets have also 
picked up steam. For many years now in dealing with the relationships between 
the various sectors of the national economy, such as the relationships between 
agriculture and light and heavy industry, be.ween capital construction and the 
overhaul of existing enterprises, between accumulation and consumption, be- 
tween planned adjustments and market adjustments, and ‘setween economic tasks 
and scientific, educational and cultural tasks, and others, we have learned 
various lessons. Now, clearly raising the ten principles which take the 
improvement of economic results to be the focus is helping us to achieve a 
comprehensive balance in our handling of the relationships between each sector 
of the national economy--it gives us a measuring rod. Firmly grasping the 

key link of improving economic resuits will inevitably spur on the stable 
advance of the overall national economy. 
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Firmly grasping the key link of improving economic results will hasten the 
reform of the superstructure. Presently, the condition of each area being 
separated from others, departments being as numerous as trees in a forest, 
agencies being overstaffed, administration being far too stratified, areas 
having mutually overlapping responsibilities, people floating about without 
work to do and efficiency being extremely low, and especially bureaucratism 
and impruper tendencies, is obstructing the improvement of economic results 
and becoming a serious obstacle to the four modernizations construction, and 
it has already reached the point where it absolutely must be changed. The 
improvement of economic results and the implementation of these ten principles 
places more, newer and greater demands on the scientific, educational and 
cultural sectors, not only by requiring a supply of feasible technologies 

and qualified construction personnel, but also by requiring that we inculcate 
socialist and communist ideological styles and moral practices in the people 
of the entire nation and that we strengthen the construction of a spiritual 
socialist civilization. The announcement of the Third Plenum of the llth 
Party Central Committee profoundedly pointed out: "Realizing the four 
modernizations requires a large improvement in production forces and naturally 
requires changes in many aspects of production relationships and the super- 
structure which are not suited to the development of production forces, as 
well as changes in all inappropriate styles of management, behavior and think- 
ing, and in this light is a sweeping and profound revolution." Presently, we 
are facing just such a revolutionary situation. 


The Central Commi_tee of the Party has opened a glorious path to prosperity 
for us. Let every comrade adopt the bearing of a heroic protagonist and meet 
the coming period of economic vitality with solid, down to earth work. 


9705 
cso: 4005/299 
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FINANCE AND BANKING 


"BAN YUE TAN’ ON ACHIEVING BALANCED BUDGET 
HK130324 Beijing BAN YUE TAN in Chinese No 4, 25 Feb 82 pp 48-49 
[Article by Yi Hua [0076 5478]: "A Talk About Budget Balance" ] 


[Text] Finance is the economic pillar of the state power. Without financial 
support, it is difficult for a country to maintain its state power. To 
provide for the expenditures of the government organizations strengthen and 
consolidate the proletarian dictatorship, carry out socialist construction and 
develop socialist economic and cultural cause, a socialist country needs rich 
financial resources to ensure the progress of the above projects. Socialist 
finance is a type of distributive relationship which enables the state to 
exercise its function of collecting and redistributing the national income. 
The state budget is the main component part and the basic financial plan of 
the state finance. 


The financial income and budgetary receipts of a socialist country mainly 
come from state revenues and profits turned over by state enterprises. A 
socialist country not only levies various taxes by relying on political power 
(this is also done in countries with other types of political systems), but 
as the owner of the means of production it takes part of the piofits from 
various state enterprises (this is impossible to do by countries with other 
types of political systems). At present, nearly 100 percent of the state's 
financial revenue and budgetary receipts are derived from the taxes levied 
on and profits turned over by state enterprises. In addition, getting loans 
from foreign countries and issuing bonds at home are also sources of financial 
revenue and budgetary receipts. But these involve incurring internal and 
external debts which must be paid back. In particular, we pay a fairly high 
interest rate when we borrow from foreign countries. Therefore, these cannot 
be regarded as the main sources of our country's financial revenue and 
budgetary receipts. 


The foliowing are the main financial and budgetary expenditures of a socialist 
country: 


1. Expenditures for production and construction. This includes the expendi- 
ture for production and nonproduction capital, construction, additional circu- 
lating funds and bank credits and expenses incurred in tapping the potents 
and reforming the existing enterprises, trial-producing new products, and 

so forth. 
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2. Expenditures for science, education, culture and public health. This 
includes expenses in developing social sciences, education, culture and 
public health and paying salaries to the personnel of the departments concerned. 


3. Expenditures for national defense, war preparedness and administration 
as well as management of the state. This covers the expenses in national 
defense construction and administration as well as management of the state, 
including salaries paid to personnel in the army as well as other administra- 
tive and management personnel. 


4. Reserve and social relief funds. These funds are to be used to deal with 
various natural calamities and accidents. In promulgating the budget of a 
socialist coumtry, attention should be paid to “keeping expenditures within 
the limits of income," that is, maintaining a balance between income and 
expenditure and assuring a slight surplus. Generally speaking, a socialist 
country should avoid “deficit financing," a "deficit budget" characterized 

by the fact that financial budgetary expenditures greatly exceed the financial 
budget, unless under certain special circumstances. 


Enormous financial deficits will lead to inflation and continuous price 
increases of commodities, all of which will adversely affect our national 
economy and social life. We sll know that if a government's expenditures 
exceed its income, it can borrow from the private sector--banks--to make up 
the deficit. But since banks do not create any material wealth, what is 
happening is simply more banknotes are being printed and issued to plug the 
financial hole. This results in merely glossing over the deficit since no 
material wealth has been generated. We know that currency circulation follows 
a basic rule. The amount of currency in circulation should be suited to amount 
of commodities that can be supplied. If we increase the number of banknotes 
without generating material wealth, the value of the currency is liable to 
decrease. Once currency is ostensibly devaluated, the prices of commodities 
will rise accordingly. Although in the socialist system, prices of commodi- 
ties, especially those which are important to the national economy and the 
people's livelihood, are fixed and controlled by the state in a planned way, 
administrative measures are only effective within a certain period of time 
and scope. They cannot change the inexorable trend of the objective economic 
process. Inflation and price increases not only lower the people's actual 
income and standard of living, but also dampen the masses’ initiative, disrupt 
the normal order of our national economy and obstruct tne proportional rela- 
tions of the national economy. They also encourage speculation and profit- 
eering and adversely affect the stability of society. 


Two years ago, fairly large financial deficits occurred successively in our 
country. They occurred in the process of solving the accumulated problems 
which resulted from the protracted interference and sabotage of Lin Biao and 
the "gang of four." We had no choice in this affair. Due to the great 
efforts exerted by the people of the whole cowtry, our financial deficits 
were greatly reduced at the end of last year. However, we should realize 
that last year's budget balance was achieved by cutting down on expenses. 
But, we cannot readily continue in this way. To continue solving the problem 
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of financial deficits and achieve a balanced budget, we should extensively 
broaden and expand the sources of income. This is the basic way for extri- 
cating ourselves from economic difficulties and eliminating deficits. in 

the meantime, we should practice economy and eliminate all waste. The 
practice of “broadening the sources of income” should be combined with that 
of “reducing expenditures.” We should cut down all umnecessary government 
expenditures and utilize our limited financial resources in a more rational 
way. Only thus will we be able to thoroughly improve our country's financial 
and economic’situation as quickly as possible. 


CSO: 4006/348 
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FINANCE AND BANKING 


USE OF COMPI'TERS IN ACCOUNTING DISCUSSED IN SYMPOSIUM 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 11 (20 Nov 81) 
pp 33, 14 


[Article by CAIWU YU KUAIJI staff correspondent: "Prelude to a Technical 
Revolution in Finance and Accounting--Keport on a Special Symposium dn the 
Use of Electronic Computers in Accounting™] 


[Text] In mid-August, a special symposium on the use of electronic computers 
in finance and accounting and for working out production costs was held at the 
Changchun No 1 Motor Vehicle Plant at the initiative of this plant and the 
China People's University, and with the support of the Ministry of Finance, 
the First Ministry of Machine Building, and the China Accounting Association. 
Representatives from all these organizations were sent to attend the sym- 
posium. This symposium, the first of its kind in the history of accounting 
in China, was warmly supported by people in various circles. More than 40 
other representatives were sent by 26 units, including plants, banks, uni- 
versities and colleges, and scientific research institutes, to attend the 
symposium. Discussions were held on the great significance of computeriza- 
tion in accounting and on certain questions related to theories, policies, 
steps, and methods. 


I. The Need for Gradual Computerization in Modern Scientific Management 


The comrade participants unanimously agreed that, along with the implemen- 
tation of the policy of “readjustment, restructuring, reorganization, and 
upgrading” and the progress of the four modernizations, modern scientific 
management has been included in the agenda of im>wrtant meetings, and 
computerization in accounting is necessary for this purpose. 


The product of a new technology developed in the 1940's, electronic computers 
were first used in handling economic information in the early 1950's. Now 
they are extensively used in finance and accounting in some countries where 
there is fairly atvanced production technology, md they have brought about 
important changes in business management and accounting. In recent years, 
some of our industrial and commercial enterprises and banks have imported 
foreign equipment and applied technology and have begun to use electronic 
computers in certain unrelated jobs, such as the calculation of wages and 
the inventory of materials. Through practical work, they have also obtained 
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experience in the exploitation and utilization of a complete system of 
accounting information. Experiences through practice at home and abroad have 
proved that the significance of using electronic computers in accounting lies 
not only in the liberation of »road masses of finance and accounting workers 
from their backward and toilsome manual calculations, but also in a rise in 
accounting efficiency. More important still, it is only through the compu- 
terization of accounting that we can give full play to the functions of 
accounting in the scientific management of economic work and in the promotion 
of a planned, proportionate, steady development of the national economy. 

The reasons are as follows: First, “quantity control" and “system control” 
methods are being gradually popularized in modern scientific management. 
These methods are making more extensive and intensive demands on numerical 
data in accounting. It is impossible for the traditional method of manual 
calculation in accounting to supply such a huge volume of complex data. 
Second, modern scientific management demands strict control over tne entire 
process of production and business activities. In order for this control to 
be effective, we must be able promptly to supply various accounting information 
data required in management. It would be difficult to ensure the prompt and 
complete supply of these information data with traditional manual methods, 

no matter how much we increase the number of accounting personnel. Only the 
use of electronic computers can serve this purpose. Third, along with the 
strengthening of planned management in the national economy and a more active 
regulative role of the market, extensive use of mathematical methods will be 
necessary for a timely analysis of various mdes of production and management 
and to forecast changes in market conditions. Obviously, we cannot rely on 
the use of traditional methods instead of electronic computers to accomplish 
this type of analysis and forecasting. The participating comrades unanimously 
pointed out that accounting personnel must be able to anticipate the various 
demands made on accounting by modern management before they can fully realize 
the important role of electronic computers and the significance of their use 
in accounting, and they must earnestly study the related problems in order to 
find solutions. 


Il. Several Practical Problems To Be Seriously Studied and Solved in Prac- 
ticing Accounting Computerization. 


The comrade participants held that the use of electronic computers in 
accounting has created a new sphere of activities, and that it will take time 
for their use to be popularized in such a large country as ours. Yet this is 
a very practical task. From now on, therefore, planned and organized research 
should be conducted to deal with or to solve the problems already revealed in 
our practical work, so as to gradually promote the development of computeri- 
zation in accounting. At present, the main problems to be studied, arranged, 
and solved are as follows: 


First, the reorganization of enterprises should include a thorough reorgani- 
zation of the accounting system. The use of electronic computers in economic 
management should be based on efficient enterprise management. Electronic 
computers can promptly, accurately, completely, anc systematically supply 
various numerical data only when the various basic tasks in enterprise manage- 
ment are in perfect order. The reorganization of accounting is an important 
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aspect of the reorganization of enterprise management, and the use of elec- 
tronic computers in accounting should proceed hand in hand with the work in 
other aspects of enterprise management. In reorganizing the enterprises, 
therefore, it is necessary to streamline the basic work and the procedures 
in accounting and to reorganize the accounting system in order to meet the 
needs of computerization. 


Second, we should immediately start training a fairly large number of tech- 
nical personnel who are not only skillful in the operation of electronic 
computers but also familiar with finance and accounting work. 


Third, the electronic industrial departments and the other departments con- 
cerned should in a planned way manufacture and supply homemade electronic 
computers which are stable in performance, competely equipped, and rela- 
tively low in price together with other related equipment. Our country must 
rely on equipment produced at home instead of imported equipment for the 
program of gradual computerization in accounting. Of course, in our attempt 
to master thismew technology, the controlled, selective, and suitable import 
of some foreign computers is entirely necessary for the organization of study 
of software techniques and the summation of experiences. However, we must up- 
hold the principle of economy, practical use, and effectiveness. 


Fourth, after studying the use of electronic computers, necessary reforms 
should be carried out in the methods and technology of accounting. The use of 
electronic computers will bring about great changes in the handling of 
vouchers, ledgers, and report forms. The old forms of bookkeeping and state- 
ments of accounts based on the traditional method will have to be changed. 
While the traditional method is being changed, how can we avoid a 
deterioration in the quality of accounting, a reduction in the norms re- 
quired in the report forms, and violations of the rules for the financial 
management system? This question should be seriously studied. Again, after 
the adoption of electronic computers in accounting, the question of auditing 
will also loom large. How are we to set up systems tc inspect the accuracy 
of programming and of auditing that are suitable for computerization? This 
problem should also be carefully solved. Furthermore, in setting up a system 
of computerized accounting informati n, we should fully consider the highly 
comprehensive nature of accounting work and carefully handle its relationship 
with other systems. Then, based un the special characteristics of each unit, 
we should classify the work into subsystems and different function projects, 
and carefully plan the steps and the starting point in system exploitation. 


III. Computerization in Accounting To Be Accomplished Gradually and in a 
Planned Way 


The participants unanimously pointed out that, based on the actual conditions 
in our country, it would be impractical to expect a rapid realization of 
computerization in our accounting work. As a matter of policy, we should 
make every effort to adapt our work to the requirements of economic develop- 
ment and modern scientific management, proceeding at a steady rate from 
individual sites to whole areas. First, we should popularize the use of 
electronic computers among large and medium-size enterprises and the compre- 
hensive economic departments in charge. The comrades held that the main 
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job of the moment is to conduct experiments carefully, and then discover some 
way suitable to our national conditions for computerization in account ing. 
The Changchun No 1 Motor Vehicle Plant began its study in the use of electronic 
computers in enterprise management as an experiment in the early 1970's, and 
it has gained some useful experience. The choice of this plant as an 
experimental unit by the Ministry of Finance and the First Ministry of 
Machine Building was the correct one. We should organize the resources of 
the relevant units in the country in a suitable form, strengthen their 
cooperation, and endeavor to make a success of the experiment. 


As proposed by the China Accounting Association, the First Motor Vehicle 
Plant, and the China People’s University, the representatives unanimously 
agreed to the establishment of a "Prepare*ory Committee for Research in the 
Computerization of Accounting,” and to the speedy organization of a permanent 
academic research body in order for the members of the China Accounting 
Association to promote computerization. 


9411 
CSO: 4006/188 
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FINANCE AND BANKING 


BRIEFS 


PEOPLE'S BANK LOAN FIGURES--Beijing, 5 Mar (XINHUA)-—-In 1980 and 1981, the 
People's Bank of China extended a total of more than 10.4 billion yuan of 
medium- and short-term equipment loans in support of technical transformation 
of more than 40,000 projects. In 1981 the bank loaned out 3.8 billion yuan 
for developing consumer goods industry, 198 million yuan for 936 energy- 
saving projects and more than 900 million yuan for collectively-rwm enterprises. 
In 1981 more than 23,000 projects using the bank's loans were put into opera- 
tion, which increased output value by 16 billion yuan and profits and taxes 
by more than 3.3 billion yuan. By the end of 1981, the bank had recovered 
more than 3.1 billion yuan of medium and short-term equipment loans. 
[Beijing XINHUA Domestic Service in Chinese 0057 GMT 5 Mar 82] 


CSO: 4006/348 
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INDUSTRY 


VIEWS GIVEN ON ESTABLISHING VEHICLE MANUFACTURING PLANTS 
Biejing QICHE GONGCHENG [AUTOMOTIVE ENGINEERING] in Chinese No 11, 81 pp 6-9 


[Article by Chen Zutao [7115 4371 3447], deputy director and chief engiacer 
of the Second Automobile Plant: “Several Views on Establishing Vehicle 
Manufacturing Plants, From Importing Complete Plants to Building Plants on 
Our Own in Our Nation"] 


[Text] Since 1951, I have participated in the planning, site selection, 
improvement, design and building of the First Automobile Manufacturing Plan, 
the Second Automobile Manufacturing Plant, the Beijing Automobile Plant, the 
Beijing Gear Manufacturing Plant, the Beijing Internal Combustion Engine 
Manufacturing Plant, the Sichuan Automobile Plant and the Yunnan Automobile 
Plant. It has been nearly 30 years. I have personally experienced the stages 
of development of our nation's automobile industry, from nothing to something 
and from small to large. In the following, I will talk about my understanding, 
though slight, of the process of building the First Automobile Plant, the 
Sichuan Automobile Plant and the Second Automobile Plant based on my personal 
experiences. 


I, The First Automobile Manufacturing Plant 


The Changchun First Automobile Manufacturing Plant was built during the period 
of the first 5-year economic plan. The First Automobile Plant was one of the 
state's 156 major development projects at the time. The whole nation gave 
support and the plant was completed in 3 years. Designing began in 1951, 
ground breaking was held on 15 July 1953, and on 15 July 1955 the plant began 
sroduction. The plant was built quickly and the construction period was short. 


The plant was built by importing the complete plant from abroad (the Soviet 
Union). The designs for the plant, the designs for construction, the blue- 
prints of the products, technological documents, factory assembly, major 
equipment, personnel training, blanks of semifinished products, testing ar- 
rangements, etc, were all supplied and provided by the Soviet Union. During 
the Stalin era, 200 Soviet Union accepted 500 of our managerial and technical 
sackbone personnel to go to the Soviet Union to learn. The Soviet Union 
‘rained the technical team for us. 


t a time when China did not havo an automotive industry, complete importation 
feasible and correct. 
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The First Automobile Manufacturing Plant began production in 1956, and it took 
8 years to reach its designed capacity of 30,000 units, including 3 years of 
natural disasters. By 1964, it produced 34,000 units of Liberation trucks. 


Before the Cultural Revolution, the state gave its approval to making technical 
improvements at the first Automobile Manufacturing Plant so that it could 
manufacture 60,090 units. This started in 1965 and took 6 years. By 1971, 

the products had developed from one model (Jiefang) to three modeis (Jiefang, 
Hongqi and Yueye). The output developed from 30,000 units to 60,000 units, 

But from 1971 to the present, the output has remained at about 60,000 units. 


The main reasons for this are as follows: 


First, the development of productivity has been confined by Soviet factory 
designs of the beginning period of the 1950's. The ability to manufacture 
blanks of semifinished products «as smaller than the processing ability. The 
processing ability was smaller than the assembly capability. The production 
capacity for accessories was larger than the production capacity for main 
engines; the supporting rear could not assure the needs of the frontline. 


Second, during the course of technical improvement, the First Automobile 
Manufacturing Plant did a lot in innovation and developing potential, but 
technologically it lacked major breakthroughs, so although the output in- 
creased, the technology did not change much. Maintaining 60,000 to 70,000 
units of output is already a heavy load, and a continued increase in output is 
even more difficult. 


Also, expansion had also brought about some new problems. When carrying out 
improvements to increase the output to 60,000 units, the manufacturing of over 
1,600 spare parts was divested from the main factory. Standard parts manufac- 
turing, tire manufacturing, small punching processes and manufacturing of 
springs and of triple rotor pumps were moved out. The advantage of expansion 
was that a capacity of 60,000 units was achieved quickly. The disadvantage 
was that production was handed over to factories subordinate to the cities 

and counties, and the system changed, so a series of new problems emerged in 
management and raw materials supply, and they could not be solved. 


The building of the First Automobile Manufacturing Plant gave our nation an 
automotive industry, and for over 20 years the plant has provided a massive 
number of vehicles that were basically suited to our nation's conditions of 
use. At present, the plant is still responsible for manufacturing over one- 
third of the vehicles produced in the nation. We should say that the First 
Automobile Manufacturing Plant has contributed greatly to cur nation. To 
summarize the experience and lessons, I believe the following problems exist: 


1. The level of production techniques has become backward. The level of 
production techniques of the First Automobile Manufacturing Plant were indeed 
at the most advanced level at the beginning of the Stalin era, but after more 
than 20 years, the level remains at the original foundation and has not changed 
a lot, and this has resulted in it being outdated. 
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2. The organization of production has not developed toward specialization. 
The plant was established like a large family house with accompanying court- 
yards. At that time, it was natural not to engage in specialization because 
the problem of not having a vehicle industry had to be solved. But such a 
high degree of concentration and comprehensiveness has not been reorganized 
toward specialized production even 20 years later, and this has remained a 
hindrance to the development of productivity for a long period. Technolog- 
ically, the plant has only been able to maintain simple reproduction, but it 
has not been able to expand reproduction. 


3. There has been a lack of seriation and diversification in product develop- 
ment. For more than 20 years we produced only the “Jiefang" model, which was 
designed during the 1930s, and we were unable to alter the model. Subsequently 
we produced the "Hongqi" sedan and cross-country vehicle, and for both of 

these we had to set up separate and independent production lines before we 
could produce them. 


4. The technological means have been too weak. The technicians involved in 
product design and technology have been inadequate or have not developed their 
function, and practical training in new products has been lacking. The tech- 
nical means for test production and experiment have been too weak, seriously 
hindering technical improvement and development. 


5. Rear production has not been strong nnough. Since coordination between 
specializations in our nation then and now has still not been developed, the 
facilities of technical support should be stronger, but the support for the 
First Automobile Manufacturing Plant has been weak. There has been no surplus 
strength to develop new products and *o prepare for major improvements in 
production. 


6. The problem of how to organize a transition to new products without 
stopping production has not been solved. The technological level of the First 
Automobile Manufacturing Plant has progressed slowly over the past 20 years and 
more. There are reasons in the factory system and subjective reasons, but 
there are also many objective reasons. For example, the higher authorities had 
too many ideas; each expressed his own opinion; decisions were not decisive 

and they swayed back and forth. The ideological line that has guided the 
development of the automotive industry for over 20 years was actually an 
extension of the "First Automobile Manufacturing Plant, the Second Automobile 
Manufacturing Plant, the Third Automobile Manufacturing Plant, the Fourth Auto- 
mobile Manufacturing Plant", not developing the automotive industry internally; 
the industry has never completely broken away from the confines of building 

the First Automobile Plant and a rational policy has not been formed. 


II. The Sichuan Heavy Motor Vehicle Industrial Company 
In 1965 when our nation first established diplomatic relations with France, 
the First Ministry of Machine Building sent a delegation to visit France, 


Britain and Italy, and the technology of building heavy motor vehicles was 
introduced. 
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Nine years after the First Automobile Manufacturing Plant began production, 
some experience and lessons had been learned from it to a certain degree, and 
the policy of importing parts and relying on our own efforts was followed in 
building the Sichuan heavy motor mehicle base. It was characterized by a 
change from complete importation to partial importation coupled with self- 
reliance. The products, prototype, some technology, factory assembly, tech- 
nical data were introduced from the Beiliai [phonetic] Company of France, and 
some key facilities were imported from West European nations. Several million 
U.S. dollars were spent on buying product blueprints and technical information 
and over $10 million were spent on buying key equipment. Product bluprints 

of three models (GCH 6-ton cross country motor vehicle, GLM 12-ton highway 
motor vehicle, T-2525-ton tipcart) were imported, and blueprints of the 6130, 
6140 and 6145 diesel engines were imported. 


We carried out plant site selection, planning, plant design and construction 
and produced technologies and equipment ourselves. In March 1965, a design 
team was organized. Capital construction was completed in the summer of 1967. 
The plant was completed in 2 years, the equipment was installed in 2 years, and 
the staff and workers were assembled in 2 years. The plant became operational 
quickly. 


Construction of new factories and improvement of old factories were carried 
out simultaneously, and efforts progressed toward organized and specialized 
production. The original Qijiang Gear Plant was expanded and rebuilt to pro- 
duce gears. The original Chongqing Automobile Engine Accessory Plant was re- 
built to produce engines. The original Chongqing Automobile Accessory Plant 
was rebuilt to produce accessories. In the foothills of Bayueshan in Dazu 
County, the Dazu Motor Vehicle Plant was built to produce the chasis for heavy 
motor vehicles, to assemble metal parts, and for general assembly. The higher 
authorities founded the Sichuan Heavy Motor Vehicle Company and placed all 
personnel, finances and materials under unified management, organized the 
leadership and coordinated a balanced production of heavy motor vehicles. In 
general, the conditions for organizing the production of heavy motor vehicles 
existed. At the same time, attention to strengthening technical means had be- 
gun. The Chongqing Engine Plant established a position to conduct experiments 
with engines, and the Qijiang Gear Factory established a position to conduct 
experiments with gears and test runs. 


The main experience, lessons and problems in building the Sichuan Heavy Motor 
Vehicle Plant were as follows: 


1. I believe that the road of “partial importation and self-reliance" enabled 
a rapid startup and was feasible and suited to the conditions in our nation at 
the time. 


2. Because of the interference and sabotage by Lin Biao and the "gang of four," 
the squabbles among factions and internal fighting during the Cultural Revolu- 
tion period, many problems in the quality of the vehicles still exist even 
though the plant has been established for 15 years. 


The introduction of foreign products should be "to use them during the first 
stage, to improve them during the second stage and to invent new things during 
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the third stage". Because of the influence of the “gang of four," the reverse 
occurred. “Foreign products were changed during the first stage, new things 
were invented during the second stage, and all of them were put to use during 
the third stage." As a result, most of the several millinn U.S. dollars worth 
of imported materials were useless. 


3. From the start of organizing the production of automobiles, no considira- 
tion was given to the alliance of the military aid the civilian sectors. There 
were only military concerns but no civilian co'cerns. The quality requirements 
for military vehicles are high, the numbers produced are small, and continuing 
in this way will not work. We should consider "an alliance between the 
military and civilian sectors to use civilian efforts to nurture military 
requirements." 


4. The means of designing and testing products has yet to be unified and 
placed in che forefront. Therefore, today, 15 years after the founding of the 
factory, our nation’s largest heavy motor vehicle base still cannot achieve 
the function it should have, although the road of “partial importation and 
self-reliance" is still correct. 


III. The Second Automobile Plant 


The Second Automobile Plant was the large automobile industry base built in a 
large mountain region by the method of “contracting work and centralizing 
achievements" and by following the principle of "mainly independence and self- 
reliance and not abandoning imports from abroad" during the Cultural Revolution 
period. Although efforts suffered from interference and sabotage by the 
extreme liftist line of Lin Biao and the "gang of four,” in practice, through 
the hard efforts of the masses, the construction of the Second Automobile Plant 
has been basically successful. 


The period of preparing for the building of the Second Automobile Plant was 
very long. As early as the time when construction of the First Automobile 
Plant began (1953), the Central Committee considered using the First Automobile 
Plant as the headquarters to prepare for the construction of the Second Auto- 
mobile Plant. In 1953, people were sent to the Soviet Union to develop a set 
of designs. In 1956, the work ceased. In 1958, the proposal was again made 
to build the Second Automobile Plant somewhere south of Changjiang. The Motor 
Vehicle Bureau organized a work team which went to the Changsha, Changde and 
Zijiang areas in Hunan twice to select a site, but the project was shelved 
again. In 1964, the state av ain proposed construction of the Second Auto- 
mobile Plant. In 1965, the First Ministry of Machine Building organized a 
work team led by comrade Rao Bing [7437 2430] to go to Hunan, Guizhou, Sichuan, 
Shaanxi and northwestern Hubei to select a plant site. In 1966, the Central 
Committee decided to build the Second Automobile Plant at Shian in Hubei. 

The town of Shian was planned as the center of the plant site. At the time, 
the idea was to complete the plant and begin production in 1971 or 1972. 
*remier Zhou reviewed and approved the building of the Second Automobile Plant 
at Shian during the fourth quarter of 1968. Large-scale construction began 

in 1969, and since then, 11 years have passed. Production of the first model 











began in 1975, and profits were realized beginning in 1978. From 1975 to 1979, 
the plant produced a total of over 20,000 vehicles. The annual output in 

1980 was over 31,000 units. This year, the plant plans to produce over 40,000 
units. 


The building of the Second Automobile Plant shows that the vehicle manufactur- 
ing industry progressed toward “independence, self-reliance, and appropriate 
importation” 9 years after the the First Automobile Plant was completed and 
began production and not long after the Sichuan Automobile Plant was built. 
Thus, our nation's automotive industry began its smooth development. 


The ideas of practice of the principles of building the Second Automobile 
Plant: 


Using the First Automobile Plant as a reference, the level of the Second 
Automobile Plant is slightly higher. The experience and the lessons of the 
First Automobile Plant must be learned as much as possible and consideration 
must be given to the international trends in the development of vehicles. 


The products must be in series and they must be varied. Organization of pro- 
duction must be specialized. The varieties must combine military and civilian 
uses, and civilian efforts must serve the military. Various technical means 
must be strengthened. 


We should use the method of “contracting manufacturing, concentrating achieve- 
ments and appropriate importation" in completing construction of the Second 
Automobile Plant. 


There are two aspects in contracting manufacturing work: 


The automobile industry can sign contracts with the Second Automobile Plant to 
do some work for it. Like a hen laying eggs, old plants can do work for new 
plants. Small plants can contract with large plants to do work for the large 
plants. There are over 30 factories in the nation that can contract work to 
build the Second Automobile Plant. For example, the First Automobile Plant 
can contract others to manufacture engines, transmission, the body, the frame, 
the axle shaft, casting, forging..... The Beijing Automobile Plant can con- 
tract to manufacture carburetors and gas pumps. The Shanghai Automobile 
Plant can cortract to manufacture standard parts, shock absorbers, spr‘ngs, 
transmission shaft, and meters. The Wuhan Automobile Plant can contract to 
manufacture pistons, shaft flanges, etc. Contracted manufacturing includes 
design, preparations for production, training of personnel, transportation of 
various types of personnel to various plants to conduct tests and to engage in 
production. This benefits helps to speed up the building the new base. 


The machinery industry can contract with the Second Automobile Plant to do work. 
The domestic machinery industry can carry out a general mobilization. There 
are over 300 machine tool factories, universities and colleges, and scientific 
research units which can provide over 5,000 pieces of machinery which have 

been designed and manufactured for the first time in our nation for casting, 
forging, punching, and machining and for automated production lines. They have 
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armed the Second Motor Vehicle Plant, and they have also improved the tech- 
nical levels of old factories. Although some equipment “has been used even 
when not fully operational" and a small number are still being developed, the 
principle of contracted manufacturing is correct and the achievements have 
been major ones. 


Centralizing the Achievements 


The Second Automobile Plant has learned the advanced experience and the ad- 
vanced technology of our nation's machinery industry and has cooperated with 
over 140 factories, schools, designing and scientific and research units in 

27 provinces and cities to carry out technical innovation and has used the 
method of centralizing the advanced achievements to utilize many new technolo- 
gies, new techniques, new equipment and new materials. These achievements 
have been linked together in production and they signal a new improvement in 
the level of our nation's automobile manufacturing techniques. 


Appropriate Importation: 


When the technical strength accumulated domestically does not meet the demand, 
foreign aid should not shunned, and the equipment which truly cannot be made 
domestically can be imported from abroad. The Second Automobile Plant im- 
ported over 100 units of equipment from abroad, constituting one one-hundredth 
of the total number. A total of several tens of millions of U.S. dollars was 
spent, constituting over 10 percent of the investment in equipment. 


The Second Automobile Plant is situated in a mountain region. The plans of 
the factory show that this is still rational in organizing automobile pro- 
duction, and no severe shortcomings exist. 


The Second Automobile Plant is in the northern foothills of Wudangshan on both 
sides of the Laobai Highway. The facilities extend 22.5 kilometers from east 
to west and 8.5 kilometers from south to north, covering 150 square kilometers. 
Within the premises are many hills. The topography is high in the sovch and 
low in the north. The geological, topographic, climatic and traffic condi- 
tions are all relatively complex, and there are indeed many problems encoun- 
tered in building a plant here. The amount of soil and rock moved in construc- 
tion was 10 times greater than that in building the First Automobile Plant. 
Therefore, many foreigners who came to visit the Second Automobile Plant be- 
lieved that this plant was not built by us and they asked how many foreign 
experts helped in building the plant. After we explained to them many times, 
they finally believed that we did it on our own; they considered it remarkable 
that the Chinese people could build this plant in the mountain region by 
relying on themselves; many difficulties had to be overcome. 


Based on the goal of achieving a capacity of 10,000 units, 80 to 85 percent 
of the amount of construction of the Second Automobile Plant has been completed. 
there is still 15 to 20 percent of the construction to be completed. The state 
has approved the Second Automobile Plant soliciting its own funds for continued 
construction. It is expected that by 1985, the ability to produce 10,000 units 
in three models will be basically achieved. 
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The main experience, lessons and problems in building the Second Automobile 
Plant are as follows: 


l. Building a plant in a mountain region requires a lot of money, a long time, 
a large amount of work, and a high cost. Building a mass production facility 
as the base of the automobile industry in the mountain region meant starting 
out from scratch. While building the plant, a city also had to be built, and 
several hundred million was invested in strengthening the reservoir, building 
protective slopes to prevent floods, dredging rivers, building roads and 
building urban facilities. Unnecessary expenditure was incurred, and the 

time of building the plant was lengthened. This should be reviewed. 





2. Because of the interference and sabotage by Lin Biao and the "gang of 
four,” products were not completely in series and the products were not varied. 
They cannot satisfy the many needs of the national economy, and this requires 
further development in the future. 


3. The Second Automobile Plant entered into specialization, but the special- 
ization was not thorough. The specialization served only the Second Automobile 
Plant; the many specialized factories were not oriented toward the entire 
industry, so the effectiveness of specialization was not fully developed. 


4. The technical means used in products and technology are still very weak 
and they must be strengthened in the future. 


At present, the production situation of the Second Automobile Plant is good. 
If the state will provide some investment and improve the plant somewhat, the 
plant will be able to make even greater contributions to the "four moderniza- 
tions" in our nation's automotive industry. 


Reviewing the course of development of our nation’s automotive industry over 
the past 30 years, we can see that in the building of plants, as represented 
by the First Automobile Plant, the Sichuan Automobile Plant and the Second 
Automobile Plant, a path has been opened up from complete importation to 
partial importation and self-reliance to mainly self-reliance and appropriate 
importation. I believe this road is correct and is a necessary trend of de- 
velopment. To hasten the speed of development of our nation's automotive 
industry in the future, whether in building new plants or rebuilding old 
plants, under ordinary situations, we should insist on the principle of self- 
reliance and appropriate importation. We should fully develop our effective 
method of "concentrating achievements and contracting manufacturing work", 
mobilize the whole automotive industry and the machinery industry to partic- 
ipate in building new plants and rebuilding old plants. In introducing 
foreign technology, we should clarify the key points and combine them with 
actual situations, for example: 1) advanced techniques of product design 
(not necessarily introducing the whole vehicle) and product testing; 2) equip- 
ment that temporarily cannot. be produced domestically; 3) advanced production 
management, technical management and quality management. 


Also, the building of vehicle manufacturing plants, the introduction of tech- 
nology and the purchase of foreign vehicles have not been linked together. 


28 








Over the past 30 years, 380,000 vehicles have been purchased. A lot of 
foreign exchange, far surpassing the total investment in the automotive 
industry, has been used. Up to now, this problem has not yet been solved. 


In general, over the past 30 years, our nation’s automotive industry has 
accumulated rich experience and lessons. We should conscientiously summarize 
the situation on an overall basis so that the automotive industry can make even 
greater contributions to our nation’s realization of the four modernizations. 


9296 
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DOMESTIC TRADE 


BRIEFS 
HOHHOT COMMODITY SUPPLIES--In Nei Monggol, the Hohhot Supply and Marketing 
Cooperative has so far sold 1.83 million yuan of commodities since May 1981 


when it was established. The profit made was 110,000 yuan. [SK090339 Hohhot 
Nei Monggol Regional Service in Mandarin 1100 GMT 8 Feb 82] 


CSO: 4006/348 
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FOREIGN TRADE 


CAUSES OF PROFIT, LOSS IN FOREIGN TRADE STUDIED 


Beijing GUOJI JINGJI WENTI [INTERNATIONAL TRADE JOURNAL] in Chinese No 4 
(Winter 81) pp 14-22 


[Article by Xu Shiwei [1776 0013 0251), Wang Shaoxi [3769 0801 3556] (writer), 
Wang Shouchun [3769 1108 2797], Zhu Guoxing [2612 0943 5281], and Lin Yu 
[2651 1751]: “Question of Profit and Loss in Foreign Trade Explored"] 


[Text] Our foreign trade has undergone great development since the founding 
of the People's Republic. There have been more years of profit than years of 
loss, and on the whole, foreign trade has accumulated huge funds for the 
state. In recent years, however, we have suffered losses in foreign trade. 
These losses have attracted great attention and aroused serious concern. The 
views expressed and the explanations offered are many and varied. How 

should we deal with this problem? Why has profit been turned into loss in 
foreign trade? How can we basically change loss back into profit again? All 
these questions should be seriously studied. This article will attempt to pre- 
sent some of our ideas and views on these questions. 


How To Deal With the Question of Profit and Loss in Foreign Trade 


Profit is the goal of capitalist social production and circulation. Marx 
sharply pointed out: "The vocation of bourgeois society is the making of 
money." ("Collected Works of Marx and Engels," Vol 13, p 148) The basic 
goal of all economic activity in a socialist society, on the other hand, is 
to satisfy the constantly increasing material .and cultural needs of society. 
However, this does not mean that under the conditions of socialism, all 
economic departments can neglect economic accounting and disregard profit and 
loss. Quite the contrary, we must carry out our planning and accounting in 
terms of value and prices so as to compare consumption with the achievements 
of labor, to strengthen economic accounting, and to improve business manage- 
ment for better economic results, in order to attain the goal of socialist 
production. 


Profit an¢ loss constitute an economic index which cannot be ignored in 
socialist economic activities. For the same reason, profit and loss reflect 
to a certain extent the economic results of our foreign trade. As to the 
question of profit and loss, it is entirely necessary and correct for the 
foreign trade departments to analyze the subjective causes [of profit and 
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loss] and to greatly improve their business management. In fact, however, 
profit and loss in foreign trade are determined by many complex factors, such 
as price changes in the international market, the method which foreign trade 
departments use to price the import-export goods that are to be resold to the 
departments ordering and using these goods, changes in the product mix and in 
the method of settling foreign exchange accounts in foreign trade, and so 
forth. All these factors must be analyzed in detail. 


All factors affecting profit and loss must first affect the price level. 
Capitalist market prices fluctuate around value and spontaneously regulate 
production and circulation. The current commodity prices in our country are 
planned mainly on the basis of party policies and on the requirements for 
economic development. These planned prices have a dual nature. On the one 
hand, they are used as a measurement of the value of commodities, or a measure- 
ment of the socially necessary labor materialized in the commodities. ‘They 
still belong to the category of value and are the expression of value in 
monetary terms. On the other hand, they belong to the category of the 
socialist planned economy. As such, they serve as one of the levers for the 
planned national economic development of socialist countries. Because of 

the systems used and our limited knowledge nad managerial expertise, we have 
sometimes acted blindly, with the result that planned prices have deviated 
from value and from objective economic laws. Planned prices should be 
relatively stable. They generally do not change frequently, and, more 
important still, they cannot fluctuate spontaneously according to capitalist 
market prices. Therefore, at different times these planned prices will 
naturally be rational to some economic sectors and irrational to others. 

For example, our country has for a long time sold grain at low prices, with a 
government subsidy, as a matter of policy. The losses incurred by the grain 
department are mainly the result of the implementation of policy and do not 
reflect on the economic results of this department. Since the profit and loss 
index of a socialist economic sector does not reflect on the economic result, 
we cannot as a rule assume that one sector has good economic results because 
it shows a greater profit, while another sector has poor economic results 
because it has a smaller profit or a loss. Even one single economic sector 
can be affected by a change in policy or the relative systems at different 
times, and we cannot arbitrarily assume that it has good economic results 
when it makes a greater profit, and that it shows poor economic results when 
its profit is less. If we want to compare the economic results of various 
economic sectors, we must exclude all external factors and note the rise or 
fall of the original profit or loss level; only this method makes sense. In 
assessing a single economic sector, it is also logical to exclude the dif- 
ferent external factors at different times before making a comparison. 





There is an even more complex aspect that affects profit and loss in foreign 
trade. Since profit and loss are inevitably influenced by price changes in 
the international market, there is a conflict between the relatively stable 
planned prices at home and the constantly fluctuating prices in the inter- 
national market. To protect domestic production, stabilize prices, and de- 
velop our own economy independently, it is entirely necessary for our 
domestic market prices to be basically detached from international market 
prices. However, China is located in the world, not outside the world; the 
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two markets and the two types of prices are unavoidably interrelated and 
affect each other. A suitable combination of these two prices in a way that 

is advantageous to socialist economic development, with the basic detacl): >t 
of our domestic market prices from international market prices under the «-.- 
ditions of socialism as a prerequisite, is an important theoretical and prac- 
tical issue which should be deeply explored. Domestic prices and international 
market prices, either detached or related, will produce direct effects on 
profit and loss in foreign trade. For example, if they are detached from each 
other, an increase in international market prices for our imported commodi- 
ties, without timely corresponding changes in the prices set by the foreign 
trade departments for the same commodities to be resold to the departments 
ordering or using them, will increase the foreign trade losses. Similarly, 
when the international market prices of our exported commodities rise and 
there is no corresponding change in our procurement prices at home, chere will 
be increased profits for foreign trade. Now let us assume that the two prices 
are related. If the prices of our imported goods are increased abroad and 
the resale prices for certain goods at certain times are increased to a cer- 
tain extent, the foreign trade losses will be reduced. Similarly, increased 
prices abroad for our exported goods, followed by increased procurement 

prices for certain goods at certain times, will reduce the foreign trade 
profits. Foreign trade losses caused by the disparity between two prices of 
different characteristics are mostly the result of policy implementation and 
of attempts to meet the requirements of the domestic economy and the people's 
livelihood. These are called policy implementation losses, and most of the 
losses, or the main losses, in our foreign trade at present belong to this 
category. 





Economic result is a comprehensive index. In studying the economic results 
reflected by profit and loss, therefore, we should also conduct a concrete 
analysis of microeconomic as well as microeconomic results. Macroeconomic 
and microeconomic results are identical under many conditions, bt not all. 
Sometimes, economic results are good for a certain locality but poor for the 
whole country; sometimes, it is the other way around. In studying the profit 
and loss index for foreign trade, therefore, we must conduct a detailed 
analysis of a combination of macroeconomic and microeconomic results, with 
primary stress on the former. 


Foreign trade is an extremely important link in, and an indispensable con- 
dition for, our socialist economic construction and the “four modernizations.” 
The macroeconomic result of foreign trade should bw fully affirmed. Through 
the international exchange of commodities and active international division 

of labor, we can develop our domestic productive capacity and enliven the 
domestic market. Through appropriate utilization of foreign funds, we can 
strengthen the weak links in our national economy and improve the propor- 
tionate relationships. Through international technical exchange, we can v 
raise our technical level in production and further strengthen our self- 
reliance. At the same time, foreign trade is an important source for the 
accumulation of socialist funds. In short, we hold that the macroeconomic 
results of foreign trade are manifested principally in two aspects: in 
material form, the needs of socialist economic development and the people's 
livelihood are satisfied and there comes an overall balance in the national 
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economy; in the form of value, there is increased accumulation. In the 

final analysis, both aspects mean one thing: the saving of social labor. 

It is very important that we should understand this point both in theory and 
in practice. The kind of accumulation to be increased comes not only from 
foreign trade profits but also from import duties, the unified industrial- 
commercial tax on export commodities, and so forth--all of which are state 
revenues. When losses are incurred, therefore, the adverse effects of foreign 
trade on accumulation in the national economy cannot be ignored. 


In analyzing the macroeconomic results of forgign trade in terms of either 
material objects or value, we must consider the receipts and expenditures 

of foreign exchange involved; that is why [foreign trade] is inseparable 

from its foreign exchange earnings or from the baiance of international 
payments. If we want to study the direct relationship between profit and 

loss in foreign trade and the balance between national revenues and expendi- 
tures, we cannot set the latter against the balance of international payments. 
If we were concerned only with the balance between revenues and expenditures 
and drastically reduced the export of unprofitable commodities, our foreign 
exchange earnings would be further reduced, resulting in a more serious in- 
ternational payments deficit. To make up this deficit, we would have to 
resort to foreign loans and bear the burden of compound interest. The con- 
sequences would be more serious than those of a financial deficit. Therefore, 
we should conduct a comprehensive analysis of, and a comparison between, the 
balance of national revenues and expenditures and the balance of international 
payments from the standpoint of macroeconomics, se as to guard against one- 
sidedness in policy decisions and against errors of policy. 


The affirmation of macroeconomic results in foreign trade does not mean that 
the problems in the management of the foreign trade sectors can be ignored. 
It is obviously improper for us to one-sidedly stress macroeconomic results 
in foreign trade and to use external factors such as implementation of 
policies as an excuse for the economic losses that result from poor manage- 
ment, instead of adopting positive measures to strengthen economic account- 
ing. Such action would not help to control foreign trade losses. 


However, there is now a tendency worth noting: Some comrades are judging 
foreign trade losses only from the microeconomic angle and from the stand- 
point of individual departments, regardless of the existing systems and the 
whole set of important external conditions; they are inclined to treat these 
losses as the sole, or the main, index of economic results. Thus they have 
come to the conclusion that the economic results of our foreign trade are 
poor, or have even doubted the necessity of foreign trade in socialism. 

This idea does not correspond to facts and is obviously untenable. 


Based on what has been analyzed, we maintain that we must attach very great 
importance to the question of profit and loss in our foreign trade, realis- 
tically study the causes of the present losses, find out which losses have 
been incurred because of policy implementation and which have been caused by 
poor management, and then apply the proper remedy to turn losses into 
profits and to improve the economic results. 
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Causes of Present Foreign Trade Losses Analyzed 


There are many causes for the change from profits to losses in our foreign 
trade in recent years. The main cause, in our opinion, lies in the following 
three factors: 


1. We have not conscientiously observed economic laws, and in particular we 
have failed to apply the law of value, which we have not fully understood. 


A socialist economy is a planned economy built on the foundation of a conm- 
modity economy. Under conditions of commodity production and commodity 
exchange, the law of commodity economy or the law of value naturally makes 
its influence felt. How to correctly understand and apply the law of value 
is one of the basic problems in urgent need of solution in developing a 
socialist economy as well as in developing foreign trade. 


As shown by the problems revealed in our foreign trade losses, our knowledge 
and application of the law of value have not been adequate. 


First, the very irrational pricing of import-export commodities in our coun- 
try and its deviation from the principle of exchange at equal value as deman- 
ded by the law of value have caused great losses in our foreign trade. 


Ours is a great socialist country with 1 billion people and 800 million 
peasants. Compared with that of the economically developed countries, 
economic development in our country at present is very backward, and the 
scientific and technological level as well as labor productivity is low. 
Because of the great disparity between the labor productivity of the 
economically developed country and ours, there is a large different between 
commodity prices on the international market as determined by its law of 
value and our commodity prices which are under the influence of our domestic 
law of value. For the smooth implementation of our national economic plans 
and the promotion of our industrial and agricultural production, it is neces- 
sary for us to adopt the policy of separating domestic from foreign prices. 
But the problem is that we have carried out this policy in too absolute 
terms. This is shown by the foreign trade departments’ way of pricing 
import-export commodities in their dealings with the departments that 

supply goods for export and the departments that order or use imported goods. 
This is a serious violation of the principle of exchange at equal value, and 
it is an irrational method of value distribution. 


In the past 10 years, the prices of commodities to be purchased abroad for 
imports have almost doubled, while the resale prices set by the foreign trade 
departments for the departments ordering or using these commodities are the 
same as the prices of similar products at home. This has been the practice 
for many years, with Little or no increase in prices. This has caused a 
sharp drop in the profit rate for many commodities imported by the foreign 
trade departments, and in some cases profits have been turned into losses. 

In particular, the profits from many imported commodities have been turned 
into losses for the foreign trade departments since the system of internal 
settlement of accounts in foreign exchange was adopted. These imported 
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c mmodities are a decisive factor in our foreign trade losses at present. 
In 1981 alone, according to one estimate, the import of cotton, unrefined 
sugar, chemical fertilizer, and steel materials has caused a loss of 
billions of yuan for foreign trade. 


The prices of imported commodities are entirely separate from prices on the 
international market. Thus, the economic consequences of price inflation 
following the currency inflation in foreign countries are almost entirely 
borne by the foreign trade departments as decided by the central financial 
authorities. This is manifestly inappropriate. These huge losses not only 
dampen the enthusiasm of the foreign trade departments, but they fail either 
to strengthen economic accounting among the departments ordering and us: ag 
imported goods, or to raise the management level of the enterprises. The 
very low reselling prices at home in fact serve to spur on the ordering and 
using departments to blindly import goods despite the policy of encouraging 
exports and restricting imports in foreign trade. 


As for exports, the rise of prices in our country in recent years has 

carried with it a rise in the procurement prices for commodities to be 
exported, thus to a large extent offsetting the increase in foreign exchaage 
earnings for the foreign trade departments [that has resulted] from the infia- 
tion of prices on the international market. In 1980, according to an 
estimate, the foreign trade departments’ foreign exchange earnings increased 
by slightly more than 40 percent due to the price inflation on the inter- 
national market, but nearly 60 percent of these increased earnings were off- 
set by the price inflation and change in the commodity mix at home. 


The irrational pricing of export commodities by the departments concerned 

in our country is evidenced mainly by the retention of industrial profits 
from experted goods at a rate higher than for similar products sold at home, 
because of the supply departments’ disregard for the international market 
price level. The taxation departments, showing the same disregard, have 
raised taxes. This the industrial departments make high profits, the taxa- 
tion departments collect higher taxes, while the foreign trade departments 
suffer losses--an abnormal and irrational situation. This is a form of ex- 
change at unequal value between the supply departments and the foreign trade 
departments. Many commodities are supplied to the foreign trade departments 
at prices higher than those on the domestic market, while the foreign trade 
departments must sell these commodities at international market prices which 
are generally lower than the domestic market prices. Under such conditions, 
huge losses in foreign trade are a foregone conclusion. For example, in the 
export of cigarettes, the tax alone accounts for 66 percent of the wholesale 
price, and the loss rate in foreign trade is more than 70 percent. In the 
export of nylon stockings, wristwatches, and watch hairsprings, the indus- 
trial profit rates are more than 100 percent, while the loss rates for 
foreign trade are more than 70 percent. Of course, these foreign trade 
losses are caused by the domestic market prices, taxation, and irrational 
distribution of profits. For the state as a whole, there are no losses, and 
that is why some comrades call them "false losses" or "fictitious losses." 
According to an estimate from a competent source, the macroeconomic result 
of the processing of imported materials in our country has been quite good 
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for many years. The labor expended in processing imported materials can al- 
most double the original prices of these materials in foreign exchange. After 
all expenses are deducted, considerable revenues are left over for the state. 
Because of the irrational distribution of value, however, the foreign trade 
departments have to incur great losses. To resolve this contradiction, we 
must actually change the irrational export prices, t2xa*tion, and distribution 
of profits so that the macroeconomic results of foreign trade for the entire 
national economy can be reconciled with the microeconomic results of the 
foreign trade departments. From this we can see that the existing method of 
pricing our exported goods does not help to implement the basic policy of 
encouraging exports and restricting imports. 


Second, the foreign trade departments have little room to use their initiative 
in utilizing the law of value, in properly adjusting import-export plans 
according to changes in international market prices, and in controlling the 
import and export d highly unprofitable commodities. 


Ours is a socialist planned economy, and the composition of import-export 
goods is arranged and determined according to a unified national economic 
plan. In working out plans, however, we have long failed to implement the 
policy of “determining imports on the basis of exports." In planning, we 
generally consider the need for imports first and then plan for export.. In 
planning for imports, we consider mainly the material needs with little or 
no thought for the law of value. When the state hands down its import plan, 
the foreign trade departments must organize imports accordingly, regardless 
of the price inflation on the international market or the losses to be in- 
curred by the foreign trade departments. Furthermore, the procurement plan 
for export commodities is usually not based on the requirements of the inter- 
national market or on the principle of determining production according to 
marketing. The foreign trade departments have no say in such matters. Thus 
we frequentlv come across such a situation: Exports of profitable commodi- 
ties are reduced by such large quantities that we have to increase exports 
of those items that bring great losses, while the overstocking of unmarket- 
able goods becomes increasingly serious. In recent years, in line with the 
state's economic development needs, we had to import large amounts of grain, 
cotton, unrefined sugar, and other commodities which bring great losses, 
while exports of such profitable items as petroleum, husked rice, resin, and 
tung oil were reduced. These are important factors in the increase of 
foreis ade losses. 


third, with regard to systems: the system of foreign trade planning, the 
business system, and the financial system do not combine to form an organic 
unity but are separate from one another. Despite the various authorities in 
foreign trade management, the accounting of profit and loss has to be under- 
taken by the Ministry of Foreign Trade alone. Thus, authorites and responsi- 
bilities are not integrated, and many departments are “eating from the same 
pot" and adding to foreign trade losses. In imports, the losses caused by the 
disparity between import prices and marketing prices are borne by the Minis- 
try of Foreign Trade. In exports, the losses caused by the increased procure- 
nent prices, high taxes, and profits for other departments are also borne by 
the Ministry of Foreign Trade. Yet localities can obtain financial benefits 
rom the disparity between import and market prices, from the increase in the 
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procurement prices of exported products, from the high profits of the local 
industrial departments, and from the high taxes collected by the local tax 
departments. This is in fact a case of local finance's being subsidized by 

the central government through imports and exports in foreign trade. The same 
situation exists in the relationship between the foreign trade departments 

and the other departments as a natural result of the disjointing between rights 
and responsibilities in foreign trade management. 


These three factors show that foreign trade losses are basically caused by 
the failure to observe economic laws, and particularly by the failure to 
accurately understand and apply the law of value, while the various restric- 
tions imposed on foreign trade by irrational economic systems have further 
complicated the problem. For example, the fact that domestic pricing is not 
compatible with the principle of exchange at equal value, as demanded by the 
law of value, is a problem with the system of pricing; the fact that there is 
little room left for foreign trade departments to use their initiative in 
adjusting import-export plans according to the law of value for the inter- 
national market is a problem with the system of planning; and the fact that 
the Ministry of Foreign Trade has overall responsibility for profits and 
losses, thus permitting others to "eat from the same pot," is a problem with 
foreign trade management. At the same time, this has something to do with 
the systems of state taxation and credit. 


2. In recent years, there have been changes in our import-export commodity 
mix which have been disadvantageous to economic accounting and to reducing 
losses and increasing profits. 


Since the founding of the People's Republic, we have set up nearly 400,000 
industrial and transportation enterprises, in addition to fairly complete 
industrial and national economic systems. The achievements are remarkable. 
However, under the "leftist" guiding thought, we failed to respect economic 
laws or to regard highly the overall national economic balance. As a result, 
our economic development has been slow, and there has not been any 

basically favorable change in our import-export product mix. Since the 1960's, 
the proportion of agricultural sideline products in the import-export product 
mix has gradually declined, while that of light industrial products has 
rapidly risen and that of heavy industrial products has also shown an in- 
crease. We should call this a positive change, but some concrete analysis 

is called for. The inc.ease in the proportion of light industrial products 
is attributed mainly to increased efforts to "support exports with imports," 
while the increase in the proportion of heavy industrial products has 

mainly been the result of our exporting petroleum to capitalist countries. 
Judging from the aspect of foreign trade profits and losses, we can see 

that, apart from the increase in profits from the export of petroleum 

under extraordinary circumstances, the export of agricultural sideline 
products with low cost for foreign exchange earnings has declined, meaning 
reduced foreign trade profits, and the export of light industrial products 
with high costs for foreign exchange earnings has increased, meaning in- 
creased losses in foreign trade. The tight supply of energy in our country 
in recent years has forced us to reduce our petroleum exports. Furthermore, 
in order to meet domestic needs, the export of such profitable items as 
husked rice, resin, tung oil, goatskin, woolen knitwear, cashmere and aquatic 
products has also been reduced. 
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Now let us look at our imports. Before 1958, ours was a grain-exporting 
country. In 1958 we began to reduce such exports, and in 1960 we stopped 
them entirely. Since then, we have gradually increased our imports of grain, 
until by now China is a large grain-importing country. In 1960, we began 
to process imported cotton into finished products for export. Along with the 
expansion of exports through imports, imports of cotton have increased 
rapidly, until by now, grain and cotton have become our major import items 
as well as the items that bring high losses. 


The large-scale increase of highly unprofitable commodities in our import- 
export product mix naturally reduces our profits and increases our losses. 
This has been an important cause of the losses in our foreign trade in re- 
cent years. Of course, this is related to the irrational pricing of import- 
export products in our country and to the change in the method of internal 
settlement of accounts in foreign exchange. 


3. Many problems exist in the management of foreign trade. 


In our opinion, many problems such as bureaucracy and inefficiency exist in 
foreign trade management. However, the important problem in business opera- 
tions is how to control the prices of import-export products. In recent 
years, some departments and localities have engaged in foreign trade inde- 
pendently. For their own local interests, they have competed among then- 
selves in importing at increased prices and exporting at reduced prices, 

with the result that foreigners have been the only ones to stand to benefit, 
and our foreign trade has had to suffer increased losses. Although there is 
no way to calculate them, the extent of these losses can be shown in some 
specific instances. In the case of wedicinal herbs, for example, a comparison 
of the selling prices in Hong Kong at the end of 1980 with those at the end 

of 1979 shows that the price of tuber of elevated gastrodia dropped by 

nearly 70 percent; that of bark of eucommia dropped by 60 percent; and that of 
Chinese caterpillar fungus dropped by 25 percent. 


Supply and demand on the international market are spontaneously regulated 

by the law of value, and commodity prices are subject to constant fluctua- 
tions. The timing of our imports and exports, the choice of markets, and the 
channels and forms of marketing all have a bearing on the level of our 
import-export prices. A lot of work can be done in these areas. The problem 
with us at present is that there is a serious shortage of personnel who are 
conversant in foreign trade and foreign languages. Our system of trans- 
mitting information is backward; the quality of our investigation, analysis, 
and forecasting of market conditions is poor; and the work of statistics, 
financial accounting, reporting on commercial conditions, and pricing has 
not been given sufficient attention for a long time. This has been the cause 
of our failure to control import-export prices effectively as well as our 
undue economic losses. 





Furthermore, since the responsibility for profits and losses in foreign trade 
is assumed exclusively by the central financial authorities, the local foreign 
trade departments have not hesitated to procure products over and above 
planned quotas for export, even to certain foreign markets of limited 
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capacity. Worse still, the sharing of foreign exchange earnings from exported 
goods on the basis of procurement value in recent years has induced many 
localities to procure blindly at increased prices, resulting in unprecedented 
overstocking. According to a rough estimate by the Ministry of Foreign Trade, 
huge amounts of substandard, ill-matched, and unmarketable goods have been 
procured for export; the stockpile of these goods accounts for mre than 10 
percent of the total stock of foreign trade goods. Huge overstocking ties 
down a lot of circulating funds, increases the payment of interest and other 
expenses, and increases the losses resulting from the disintegration and 
deterioration of goods or from the need to dispose of them in the home market. 


It should particularly be pointed out that the inadequacy of harbor wharves, 
communications, and other infrastructural facilities for foreign trade 
development also causes foreign trade losses and seriously obstructs the 
improvement of foreign trade management. 


In short, poor management is a factor in the decreased profits and increased 
losses in foreign trade, and this factor cannot be overlooked. 


The Way To Stop Losses in Foreign Trade 


Based on the analysis of the causes of foreign trade losses, we maintain that 
the basic way to stop these losses consists mainly of the following three 
factors. 


1. We should correctly apply the law of value, observe economic laws, and 
reform the irrational economic system. 


Under the conditions of socialism in our country, the law of value is 
naturally restricted by the basic socialist ec»nomic laws. Therefore, in- 
stead of spontaneously regulating production ani circulation, the law of 
value can play only a limited regulative role. This is one aspect of the 
problem. In another area, since foreign tuade involves the exchange of 
international commodities, imports from and exports to the international 
market must be subject to the spontaneous regulation of the law of value. 
This brings up the question of how to fully recognize and correctly master 
the two yardsticks of international value and domestic value. A grasp of 
this point is of great importance to our recognition and application of the 
law of value. 


The irrational pricing of import-export commodities in our country has been 
the main cause of our foreign trade losses. If we want to apply the law of 
value correctly and stop our foreign trade losses, we must first reform the 
system of pricing import-export goods in our country. Instead of completely 
servering the relationship between domestic and foreign market prices and 
maintaining the state of exchange at unequal value between the foreign trade 
departments on the one hand and the supply departments, ordering departments, 
and using departments on the other, we should gradually establish the proper 
relationship between domestic and foreign market prices and uphold the 
principle of exchange at equal value between the foreign trade and other 
departments. The main thing we have to do right now is to change the method 
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of setting resale prices according to the prices of similar products on the 
domestic market, regardless of the higher or lower buying prices on the 
foreign market, so that hereafter the foreign trade departments will serve in 
the capacity of import agents and will convert buying prices in foreign ex- 
change into Renminbi to be used as resale prices. The import duties, unified 
industrial-commercial taxes, and relevant expenses in the country should be 
borne by the ordering departments, while the foreign trade departments should 
charge certain handling fees. The ordering departments should quote their 
resale prices to the production enterprises and business units according to 
the unified national regulations for pricing. The losses thus incurred should 
be charged to the implementation of policies and be subsidized by the state. 
In this way, the prices of both domestic and foreign markets will be properly 
related. Instead of affecting national economic planning or upsetting the 
domestic market, this method will help the ordering departments to become 
more cost-conscious, so that they will be more attentive to meticulous 
calculations and strict budgeting as well as to economic accounting. It will 
also be advantageous to the implementation of the policy of restructuring 
imports, md will thus help to improve economic results. Recently, the 
relevant departments in the central government decided to change the method 
of pricing large-scale import commodities to the [above-] proposed way. This 
will not only help decrease losses and increase profits in foreign trade, but 
will also facilitate economic accounting in the departments concerned. 


The law of value should also be observed in exports. We should consider 
foreign market prices and adjust our export prices accordingly. For products 
of good quality which can easily be sold at higher export prices and can 
yield profits in foreign trade because of their low cost for foreign ex- 
change earnings, the procurement prices should be suitably raised so as to 
encourage production and exports. We can also consider the use of floating 
procurement prices for different enterprises that produce similar goods, 
according to the goods’ specifications, quality, marketability, prodction 
costs for foreign currency earnings, and labor consumption. Before adopting 
these measures, of course, we should establish specific regulations as a pre- 
caution against a scramble by various localities to produce marketable and 
profitable goods, as that would result in driving up prices, in increasing 
expenses by encouraging the production of raw materials, in a disguised rise 
of prices, and in other forms of internal competition which would increase 
the production cost of exported goods. For those highly priced goods which 
have a poor rating in foreign exchange earnings and which bring about foreign 
trade losses, the tax should be reduced and the producers should be allowed 
to retain more of the profit so that the procurement prices can be kept low. 


To correctly apply the law of value and to stop the losses in foreign trade, 
we have to restructure the system of planning for imports and exports. On the 
other hand, while working out import-export plans, the state should fully 
consider the demand and price levels on the domestic and foreign markets, 
a*tach great importance to economic accounting, and stress economic results. 
On the other hand, after working out the import-export plans, the state 
should allow the Ministry of Foreign Trade a certain flexibility in imple- 
menting these plans, so that foreign trade departments can choose the oppor- 
tune times for adjusting the varieties and quantities of goods for import and 
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export according to the trend of changes in international market prices, in 
order to obtain better economic results. 


To correctly apply the law of value and to stop the losses in foreign trade, 
again, we should properly restructure the system of foreign trade management. 
At present, the Ministry of Foreign Trade assumes sole responsibility for 
profits and losses, resulting in “eating from the same pot" and a disjointing 
between rights and responsibilities and between management and business 
accounting. This system should be changed in such a way that those who 
operate businesses will have to carry out their own accounting and be 
responsible for their own profits and losses. In other words, there should be 
a combination of rights, responsibilities, and interests. This system will 
help strengthen economic accounting and improve the management of foreign 
trade. The departments or localities concerned should also make corresponding 
adjustments to taxation, credit, and industrial profits. 


2. Based on our national conditions and resources, and in coordination with 
our national economic readjustment and restructuring, we should work out 
long- and medium-range development plans for import-export goods, and in 
particular we should formulate a strategy for developing exports. 


On the basis of investigations and study, we should set long- and mediun- 
range strategic goals for our foreign trade and gradually change our import- 
export product mix. 


In imports, we must fully meet the requirements of an overall national 
economic balance and conscientiously implement the principle of "determining 
imports on the basis of exports." While carefully attending to the impor- 
tation of technology and of important raw and semifinished materials, we 
should in a planned and systematic way reduce the large-scale importation of 
unprofitable goods. We should ensure the fulfillment of the task of 
importing grain, as instructed by the state, in order to meet the require- 
ments of national economic readjustment. From a long-range view and from a 
strategic angle, however, we should consider this whole question by care- 
fully weighing the advantages and disadvantages. Along with the development 
of cash crops at home, we should gradually reduce imports of cotton and un- 
refined sugar, which are the cause of heavy losses in foreign trade. As for 
those highly unprofitable commodities such as sulfur, wire rods, soda ash, 
and caustic soda for which we have rich natural resources and the required 
productive capacity, and of which we even have overstocked [supplies], we 
should adopt administrative and economic measures to reduce or stop their 
imports. 


As for exports, we should as our foremost concern, develop those goods which 
are in demand in foreign markets, are strongly competitive, and are profit- 
able. We should actively develop their production, raise the labor pro- 
ductivity, expand their exports, and strengthen the material base for 
increasing foreign trade profits as our most important task. 


Since we have abundant labor power and fairly rich material resources in 
addition to a fairly high productive capacity, we should in the near future 
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develop products with high labor intensity as the main items for export. At 
the same time, we should develop exports of mechanical and electrical applian- 
ces, for whose production we have latent strong points, and then gradually 
change our export product mix. In the next several years we should mainly 
develop exports of light, textile and handicraft products that require less 
investment, produce quick results, have a good market, and can earn mo:i2 
foreign exchange. We should further encourage "supporting exports with in- 
ports," which, as has been proved in practice, is an important way to enliven 
our national economy through the help of the international market. However, 
we should readjust our profit, tax, price, and credit policies. Along with 
the progress of our national economic readjustment and restructuring and the 
development of science and technology, we should, as a long-range plan, 
gradually replace our labor-intensive products with capital- and technology- 
intensive products for export. 


While further developing the potential of the coastal provinces and munici- 
palities, we should also have a rational geographical distribution for the 
production of export commodities inland so as to arouse enthusiasm in various 
areas. The key to the production of easily sold, competitive, and profitable 
goods and to the expansion of exports lies in the establishment of production 
areas, special plants, and special workshops. We should adopt positive and 
effective measures to solve such problems as the rights of product distribu- 
tion and the methods of pricing, and to actively support production. Such 
measures will include the granting of special loans for the production of 
industrial products for export, short-term foreign currency credit and 
circulating funds for foreign trade production, and investment in export 
projects. 


3. We should gradually enforce the system of economic responsibility among 
the foreign trade enterprises and further improve their management. 


From the microeconomic point of view, one of the important conditions for 
further improving management and economic results is to have effective con- 
trol over the price of export commodities. A lot can be done in this respect 
to stop foreign trade losses. This can be easily understood if we will only 
look at the constant price fluctuations in the prices of what, cotton, and 
unrefined sugar--which we import in huge quantities. 


In 1979, wheat was sold on the London market at a minimum price of 92 pounds 
and a maximum price of 99 pounds per ton. The minimum price was approximately 
7 percent below the maximum price. 


In the same year, each ton of cotton was sold at a minimum price of 78.25 
dollars and a maximum price of 83.10 dollars in the London market. The 
minimum price was approximately 6 percent below the maximum price. 


In the same year, again, each ton of unrefined sugar was sold on the London 
market at a minimum price of 99 pounds and a maximum price of 178 pounds. 
The minimum price was approximately 48 percent below the maximum price. 
[figures as published] 
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When prices constantly fluctuate and the margin of fluctuation is very wide 
on the international market, seizing the favorable opportunity to import at 
a price approaching the minimum price instead of blindly importing at a 
price approaching the maximum price will make a great difference as far as 
our profits and losses are concerned. Supposing that, based on the planned 
volume of foreign trade for 1981, we managed to increase or decrease the 
prices of commodities for import-export by 1 percent. In that case, the 
difference between 1 percent higher and 1 percent lower would mean a 
difference of 700 million dollars, or a difference of 1.96 billion yuan in 
profit or loss. [figures as published] 


The key to mastering import-export prices lies in strengthening investigation 
and study in the international market. We must have the determination to set 
up a fairly complete commercial information network, improve the means of 
transmitting information, step up our investigation and study of the economic 
and trade conditions in various foreign countries, extensively collect data 
on the market for the main products and on customers abroad, study and 
analyze the trend of changes in the market price of the main commodities, and 
then carry out our forecast on the trade conditions. International market 
conditions change very quickly, and if we are slow in reacting to these 
changes because of our low work efficiency, our foreign trade cannot be im- 
proved. It is therefore necessary for us to have a foreign trade contingent 
of suitable size and high quality. The present problem with our foreign 
trade personnel is that their numbers are small and their quality is 
inadequate. We must pay great attention to tapping our intellectual re- 
sources and stepping up our work in cultivating foreign trade personnel in 
various forms. 


At the same time, we should set up a system of economic responsibility. For 
example, after setting profit and loss quotas, we should reward those who 

have increased profits and reduced losses, allowing them to retain part of 
the increased profits or part of the savings from reduced losses. If profits 
are reduced and losses are increased, certain economic punishment will be 
necessary. Thus, people's personal benefits will be directly linked with 

the result of enterprise management and with the extent of their contributions 
to the state. There are many good experiences of this kind among foreign 
enterprises (particularly Japanese enterp.ises), and we should learn from 
them cr use them for our reference. 


Furthermore, improvements in foreign trade management are inseparable from 
support from and coordination with other departments. In transportation, 
for example, there now is stagnation in the harbors and in both land and 
water transport. The charges for transportation by state-operated shipping 
facilities are excessive, thus adding to the outlays and expenses for 
foreign trade. Some localities are procuring unmarketable and substandard 
products or are procuring in excess of planned quotas, thus causing over- 
stocks and increasing expenses and interest payments. Sometimes, because of 
irresponsibility on the part of the producing units and the supply depart- 
ments, some of the contractual obligations for export cannot be fulfilled, 
resulting in demands for indemnity and so forth. Not much can be done about 
these problems through foreign trade management, and it is necessary for the 





transportation departments, the localities, and the production departments to 
offer their close cooperation. 


* * * 


We believe that under the correct leadership of the Party Central Co mittee 
and the State Council, and provided that we conscientiously observe cconomic 
laws, readjust and restructure irrational economic systems, reform our 
industrial structure, and :hen gradually ciange cur product mix for imports 
and exports, strengthen economic accounting among the foreign trade enter- 
prises at various levels, and improve our business management, it will be 
entirely possible for us, with the coordination and support of the depart- 
ments concerned, to control or tasically stop the present foreign trade losses. 
We firmly believe that our socialist foreign trade will be further developed 
on a fairly large scaJe in the course of our national economic readjustment 
and in the accomplishment of the "four modernizations." 


9411 
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FOREIGN TRADE 


DEVELOPING EXPORT OF LABOR-INTENSIVE PRODUCTS DISCUSSED 


Beijing GUOJI MAOYI WENTI [INTERNATIONAL TRADE JOURNAL] in Chinese No 4 
(Winter 81) pp 37-41 


[Article by Chu Xiangyin [0328 4382 6892] and Wang Shouchun [3769 1108 
2797]: “The Problem of Developing Our Export of Labor-Intensive Products" ] 


[Text ] I 


We speak of labor-intensive products as a contrast to capital-technology- 
intensive products. Along with the development of production, the progress 
of science and technology, and the rise in the organic composition of capital 
in the course of social development, two different types of products--labor- 
intensive products and capital-technology-intensive products--have emerged. 
[The term] labor-intensive products refers to those goods produced with a’ 
rehatively low consumption of embodied labor but a relatively high consump- 
tion of living labor. In other words, the proportion of additional value is 
relatively large, while the proportion of transferred values in labor- 
intensive products is relatively small. Garments, leather and leather goods, 
sundry goods in daily life, toys, cultural and sporting goods, small metal- 
wares, porcelainware for daily use, processed foodstuffs, toilet articles, 
tourist articles, and so forth belong to this category. Ships also belong 
to this category because of the fairly large amount of human labor used in 
building the hull. Some products such as electronic products and precision 
instruments, though of a highly technical nature, are still classified as 
labor-intensive preducts because of the large amount of skilled labor re- 
quired for their assembly. 


The development of labor-intensive products requires huge labor resources. 
We have a population of 1 billion and a very rich source of labor power. 
This is an advantage for developing the production of labor-intensive 
products. Another advantage we have is that the wage level in our country 
is low. The production of labor-intensive products requires less investment, 
less technical equipment, ard less energy consumption; it is entirely suit- 
able for the conditions in our country, which is now short of funds, backward 
in technology, avd laboring under a shortage of energy resources. In the 

26 years from 1952 to 1978, the state invested 420 billion to 430 billion 
yuan in heavy industry (mostly in the capital-intensive sectors) and accumu- 
lated 530 billion yuan. The ratio of investment to accumulation was 
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approximately 1:1.25. In light industry (mostly in the labor-intensive 
sectors), the investment was 42 billion to 43 billion yuan, and the accumula- 
tion was 430 billion yuan, a ratio of approximately 1:10. In these 26 years, 
the investment in light industry was only one-tenth the investment in heavy 
industry, and the difference between the two accumulations was only about 23 
percent. In the 7 years between 1973 and 1979, the state invested 86.1 
million yuan in arts and crafts, and these paid the state 1.92 billion yuan 
in taxes. The ratio of state investment to the taxes paid was as high as 1:22. 
It required 5 years and 7 months for the investment in heavy industry to be 
recovered fully, but the investment in light industry could be recovered 
fully in 1 year and 10 months. Now let us consider energy consumption. 

The consumption of coal in light industry was approximately one-fifth of the 
amount required for heavy industry, while the consumption of electricity in 
light industry was only about one-third that of heavy industry. From this, we 
car see thet developing the production adn export of labor-intensive products 
in our country at present is an important way to bring into play our strong- 
points--such as rich labor power resources and low wage level--and to steer 
away from our weaknesses--such as shortage of funds, scientific and tech- 
nological backwardness, and the short supply of emergy--in order to attain 
optimal economic results. 


The export of labor-intensive products, compared with the export of raw 
materials, both produced with the same material consumption, can yield more 
foreign exchange earnings. For example, the export of 1 kilogram of high- 
grade feathers can yield only 53 yuan; if they are made into badminton 
shuttlecocks, they can yield 167 yuan; and after deducting 53 yuan for the 
raw material and another 30 yuan for rubber, glue, and other auxiliary 

costs, there is still an additional gain of 84 yuan, or a 50-percent 
increase. In exporting down garments, we can, after deducting the material 
and auxiliary costs, increase our income by approximately 50 percent. The 
export of Western-style dresses can also increase our income by approximately 
75 percent more than the export of the materials alone. The export of 
embroidered silk dresses instead of the materials can almost treble our 
foreign exchange earnings. From this, we can see that the processing of raw 
materials for export can greatly increase our foreign exchange earnings. 
Essentially, this means the exchange of labor for foreign exchange. At the 
same time, by processing raw materials, we can gradually change our export 
commodity mix, increase the proportion of finished industrial products, and 
continue to raise our industrial production level and manufacturing capacity. 


Furthermore, developing the production and export of labor-intensive products 
can absorb more labor power. According to statistics in 1978, for every 
million yuan's investment in heavy industry, we can provide jobs for 94 
persons; however, the same amount of investment in light industry can 
accommodate 257 persons. In the garment trade, arts 2nd crafts, metalwares 
for daily use, and leather and leather product trades, as many as 800 per- 
sons can be employed. Moreover, in addition to the regular employees in 
these trades, there are many extra workers. In the arts and crafts trade, 
for example, the ratio of regular to extra workers is 1:10.5; and in the 
canning industry, the number of temporary workers hired on a seasonal basis 
more than doubles that of the regular employees. Therefore, developing the 
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production and export of labor-intensive products is an important way to 
accommodate more unemployed people without increasing investment. 


II 


Developing the production and export of labor-intensive products is not 

only significant but also feasible. First, the capacity of the international 
market for these products is continuing to expand. Labor-intensive products 
have a direct bearing on what people eat, wear, and use every day. Therefore, 
the demand for these products on the international market can only continue 
to rise, and the potential is large. The garment trade is universally 
recognized as a labor-intensive trade. From 1970 to 1978, the world export 
of garments increased from 6.29 billion dollars to 27.9 billion dollars, 

a 3.4-fold increase, or a progressive average increase of 20.5 percent each 
year. Porcelainware for daily use is a daily necessity with heavy consump- 
tion. From 1974 to 1978, the trade volume showed a progressive average 
increase of 20 percent each year. Because of high labor costs in the 
industrially developed countries, most people are using their spare time 

to repair or whitewash their houses, repair their own vehicles, or engage in 
gardening. That is why the demand for handicraft and garden tools is higher 
than ever. 


Second, in the industrially developed countries, the export of some labor- 
intensive products is gradually being eliminated, while imports of them are 
continuing to increase. With the deepening of the capitalist economic 

crisis and currency inflation, labor coets in the industrially developed 
countries are also rising, as shown by the level of wages. The gap between 
these wages and those in the developing countries continues to widen. From 
1955 to 1978, the wages of workers in the nonagricultural sectors of the 
United States approximately trebled. At present, the wages of textile work- 
ers in West Germany are 16 times those in South Korea and 26 times those in 
Pakistan. It is obviously inadvisable for these developed countries to 
produce labor-intensive products themselves, and that is why they let the 
developing countries and regicns turn out these products, while they con- 
centrate on the production of profitable and capital-technology-intensive 
products calling for high labor productivity and less labor consumption, and 
it is why they depend on imports of labor-intensive products for their 
domestic needs. In West Germany, for example, imports of shoes in 1978 were 
419 times those of 1950, while in the same period, imports of garments in- 
creased by 170 times and imports of photographic materials, clocks and 
watches, and general optical instruments increased by 163 times. Even hey 
and chemical industrial products that require a little more labor and ar 
slightly backward in technology had to be iwported from foreign countric 
increasing quantities. For example, from 1950 to 1978, imports of the 

means of communications and transportation increased by 316 times, while 
those of heavy machinery and chemical products increased by 293 times. How- 
ever, it should be noted that some countries and regions of the Third World 
have developed the production and export of labor-intensive products very 
rapidly, and Hong Kong has become an important region for the export of 
these products. In 1979, the volume of its export of garments, toys, metal- 
wares for daily use, shoes, furniture, and plastic articles reached 48.9 
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billion Hong Kong dollars. South Korea has also exported more garments than 
ae have. Therefore, we have many competitors in developing the export of 
labor-intensive products, and this matter should be given great attention and 
handied carefully. 


Third, more thar 30 vears’ experience in economic construction in our country 
nas brought about a fledgling industry with a certain capacity for the produc- 
tion of labor-intensive products. After meeting domestic requirements, we 
have been able to export some of these products to foreign countries; through 
many years of efforts, we have earned fairly a good reputation for some 
products in the international market. Of the four major items which brought 
in more than 500 million dollars in foreign exchange in 1980, two of then-- 
cotton cloth and garments--are labor-intensive products. There were 26 other 
items which yielded more thar 100 million dollars. These items included 
canned vegetables, filature silk, silk, cotton knitwear, polyester, woolen 
knitwear, drawn work, porcelainwares, leather goods, and more than 10 
varieties of small metalwares. These facts have proved our capability for 
producing labor-intensive products. Not only are we capable of producing 

some light industrial products, but their absolute output can occupy an impor- 
tant place in the world. Yet very few such products have been exported, the 
volume of their export being only 1-3 percent of the total volume of world 
transactions for similar products. Even the volume of drawn work amounted to 
only 7-8 percent--less than 10 percent. Therefore, there is a great potential 
for the export of our labor-intensive products. 


Ii! 


From this analysis, we can see that we have certain advantages in developing 
the export of labor-intensive products. However, we must be also aware 

that advantages and disadvantages are only relative, and that under certain 
conditions they can influence each other or be transformed into each other. 
That is why, instead of confining our observations to the advantages of 
developing the export of labor-intensive products, we should also note the 
disadvantages, conscientiously analyze the causes of these disadvantages, 

and do our best to change thea. 


The main problem in developing exports of our labor-intensive products con- 
cerns our foreign trade losses. We have incurred losses in exporting the 
vast majority of labor-intensive products. Worse still, the more that is 
exported, the greater will be the losses; and the greater (he consumption 
vf additional labor, the higher will be the cost for foreign exchange earn- 
ings. This will seriously reduce the advantages we entoy in exporting lLabor- 
intensive products. That is why some people have misgivings about developing 
the export of labor-intensive products and even advocate in practice the 
reduction of finished products and the increase of raw materials. We hold 
that such views are one-sided. First, we must be aware that the export of 
labor-intensive products in general, and the processing of raw materials 
inte finished products in particular, which involves additional labor and 
yields a corresponding increase in conmodity value, can help us earn more 
yreign exchange. From the national macroeconomic point of view, we can see 
that the export of most labor-intensive products is profitable and has good 





economic results, in addition to increasing foreign exchange earnings. The 
foreign trade losses are caused by the existing systems and policies of pric- 
ing and taxation in our country, and it will not be difficult to solve these 
problems after some readjustment. Second, we must take a realistic view of 
the situation. A country’s natural resources are limited, and whatever we 
sell means a corresponding reduction in these resources. Therefore, we should 
fully utilize our resources and try to earn more foreign exchange without 
increasing the consumption of our natural resources. Third, since the 
scissors difference between raw materials and finished products in the 
national market continues to increase, the export of raw materials will 
ultimately be unprofitable. Furthermore, to support and develop our proces- 
sing industry, we should try every way to export more finished products and 
fewer raw materials. Despite all these efforts, however, the problem of 
foreign trade losses incurred in exporting labor-intensive products cannot 

be overlooked, because of their demoralizing effects on exports. We must 
carefully analyze these losses, discover their causes, adopt practical 
measures according to different conditions, and make every effort to reduce 
these losses and promote the export of labor-intensive products. 


(1) Raise Productivity and Lower Labor Consumption 


Our level of productive forces and productivity is low, and the labor con- 
sumption per unit product in our country is much higher than in the industrial- 
ly developed countries of the world. This is the main cause of the losses 

from our export of labor-intensive products. We must start by raising 
productivity and try every way to lower labor consumption and reduce the 
proportion of wages in the composition of the prices of our export products. 
This is a fundamental measure. 


The principal way to raise productivity and lower labor consumption is to 
adopt advanced technology and strengthen scientific management. On the one 
hand, we must adopt the world's advanced technology, including the import of 
new technology and key equipment. On the other hand, we must promote 
specialization and coordination, as well as the standardization and serial- 
ization of accessories and spare parts for universal use. We can never raise 
productivity with “large and compiete” and "small and complete” methods. At 
the same time, we must strengtien the scientific management of labor, 
rationally organize productive forces, and perfect the system of management 
so that the workers who are engaged in production can use the production 
equipment scientifically and economically and can bring about optimal eco- 
nomic results with minimal consumption. 


(2) Upgrade Commodities and Rely on Superior Quality to Win the Competition 


It is very simple logic that high-grade and fine-quality commodities command 
high prices. From the present realities, we can see that our labor-intensive 
products for export are mostly of low and medium grades, and that they lack 
competitive power in the world market. Therefore their prices are low, and 
not much foreign currency can be earned from them. It is quite common that, 
despite our huge export volume, w* cannot ea n much foreign eaxchinge. Our 
export of porcelainware ranks first in the world. Each year, we export 700 
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million to 800 million pieces, being one-quarter of the total volume of 
procelain trade in the world. Because of their inferior quality and low 
grade, however, they can yield only about 100 million dollars in foreign 
currency, or only 8 percent of the world trade volume, each year. In 1979, 
Japan exported 600 million pieces and obtained more than 400 million dollars 
from them. Although its export volume was only three-quarters of ours, 

the foreign currency earnings were more than 4 times ours. Again, the 
Dongdan Leather Shoe Factory in Beijing is now producing cow-leather shoes to 
be exported to Hong Kong. Each pair of these shoes can sell for only 20 
Hong Kong dollars, while each pair of Italian shoes can generally sell for 
200 Hong Kong dollars, and some high-grade leather shoes can sell for as much 
as 500 Hong Kong dollars. If, among other things, we can upgrade our 
porcelainware to Japan's level and our leather shoes to Italy's level for 
export, then our export prices and foreign exchange earnings can greatly in- 
crease, or even double, and we can make good profits instead of incurring 
losses. Therefore, on the basis of a closer study of the international 
market, and through our efforts to improve the technology of production and 
labor skills, we must continue to upgrade our products, improve their quality 
and packaging and increase the designs and varieties. We must rely on the 
superior quality of our goods in winning the competition before we can 
further broaden our avenues for developing the production of labor-intensive 
products. 





(3) Adopt Policies and Measures To Encourage Export and To Arouse Enthusiasm 
for Exporting Labor-Intensive Products 


Despite fairly good macroeconomic results, the export of labor-intensive 
products has brought fairly serious losses to the export sectors. To reduce 
these losses, the foreign trade sectors are now reluctant to increase the 
export of light and textile products and prefer to export more raw materials. 
The reason is that increased exports of light and textile products mean 
increased profits. The profits from the export of agricultural sideline 
products and raw materials, and the losses from the export of light and 
textile products and finished industrial products are disadvantageous to the 
production and export of labor-intensive products. We should change this 
situation and adopt policies and measures designed to encourage exports 

and to arouse the enthusiasm of the units engaged in exports. 


The losses in our export of labor-intensive products are in the main 
inseparable from the existing irrational, policies of pricing and taxation. 
We must positively and cautiously readjust these policies or adopt policies 
and measures to support and encourage export through tax reductions, tax 
exemptions, rational distribution of profits between the industrial and 
foreign trade sectors, and financial subsidies in order to quickly stop 

the losses from the export of labor-intensive products. 


(4) Overall Planning and Comprehensive Arrangement 
Developing the export of labor-intensive products should be based on long- 


range considerations, overall planning, and a comprehensive arrangement. We 
must observe economic laws, advance steadily and in good order, and then 


51 





gradually gather momentum, instead of rushing into action on a “none or all" 
basis. At present, we must adopt different measures for different commodities 
and different areas, and fit these measures into an overall planning and 
comprehensive arrangement. 


To work out an overall plan and comprehensive arrangement, we must have a 
clear knowledge of the conditions for exporting labor-intensive products and 
have these products properly classified. We should expand exports for those 
[items] with a promising market, a low cost for foreign exchange earnings, and 
good economic results; as for those items that show good macroeconomic results 
but cause foreign trade losses, we should support their export through state 
subsidies, tax reductions, tax exemptions, and a hetter way to distribute 

the profits between the indsutrial and foreign trade sectors. For those items 
that have poor macroeconomic results, that create foreign trade losses, and 
that yield little foreign exchange earnings, we should temporarily reduce 
or stop their export. All products must be upgraded and be of fine quality 

so that we can win the competition through the high grade and fine quality 

of our products. Under existing conditions, however, we cannot upgrade all 
products at once, and the state is in urgent need of foreign exchange. There- 
fore, we have still to continue the export of low- and medium-grade commodi- 
ties and to adhere to the principle of exporting products of high, low, and 
medium grades simultaneously, while gradually trying to upgrade them and to 
improve their quality. 


In working out an overall plan and comprehensive arrangement for the export of 
labor-intensive products, we should also analyze the conditions in various 
areas and enterprises throughout the country, bring their strong points into 
play, protect competition,and choose the fine products for export. Active 
encouragement and priority in export should be given to those areas and enter- 
prises that produce fine-quality goods and have a high production level and 
low cost for foreign exchange earnings. For those enterprises that operate 
under better technical conditions and are better equipped, we can arrange for 
them to produce goods of even higher labor intensity for export. For those 
enterprises that have a low production level and that produce poor-quality 
products at high cost for foreign exchange earnings, we should arrange for 
their exports to be reduced or suspended, and for their products to be sold 
on the domestic market. The level of industrial development is higher and 
the conditions for developing the export of labor-intensive products are 
better in our coastal provinces and municipalities. Furthermore, these 

areas are densely populated with a concentration of surplus labor. Based on 
these realities, we can set up export bases for labor-intensive products in 
these provinces and municipalities, or, as an alternative, we can designate 
some plants to operate as special plants for producing goods for export, so 
as to increase our competitive power in the export of labor-intensive pro- 
ducts. 


As we work out an overall plan and comprehensive arrangement for the export 
of labor-intensive products, there should also be active cooperation for 
foreign trade at various links and united action in dealing with foreign 
countries. Strengthened management and proper division of labor should be 
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carried out among all departments and enterprises for the export of such 
products. There should be unified arrangements, and all-round coordination 
in dealing with foreign markets and foreign customers. These departments and 
enterprises musi uot be concerned solely with the production of one or 
several commodities, or keep their eyes on a single market and then compete 
among themselves, with adverse effects on the economic results in the export 
of labor-intensive products. 


In short, active development of the export of labor-intensive products is 
consistent with our national conditions and resources, and it can play 

a role in developing our strong points and steering away from our weaknesses. 
As long as we conscientiously study and solve the inherent problems, we can 
certainly develop such exports and attain optimal economic results as our 
new contributions to our national economic readjustment and the four moderni- 
zations. 


9411 
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TRANSPORTATION 


BRIEFS 


RECORD DATONG COAL SHIPMENTS--Overcoming the difficulties of a bitterly cold 
climate and the arduous task of taking care of the traffic during the Spring 
Festival, the workers and staff of the Daton Railway Subbureau shipped good coal 
and more of it. Within a short period of 41 days this year, a total of 
4,454,000 tons was shipped. This was 80,000 tons greater than the plan and 
established the highest level in the history of coal transportation. The 
Datong Railway Subbureau is located in a sea of coal. The production from more 
than 300 large, medium and small mines in Datong and the Yanbei Prefecture is 
all loaded and shipped by the Datong Subbureau to more than 2,000 large and 
middle size enterprises and ports throughout the nation. The coal transport- 
ing responsibility of this subbureau accounts for one tenth of the nation's rail 
Shipment of coal. It is one of the subbureaus with the greatest amount of 

coal shipped on its rail lines. This year the state plan for the transporta- 
tion of coal assigned to the Datong Subbureau is 2,090,000 tons in addition 

to the actual amount shipped last year. The staff and workers of this sub- 
bureau were deeply inspired and resolved to transport more coal and support 

the expansion. of production in the area's industry and the needs of the peo- 
ple's livelihood. The directors of transportation have strengthened the plan- 
ning for production, meticulously organized and ensured that trains are safe and 
on time with no impediments. The train crews promoted a spirit of being un- 
afraid of overwork or hardship and initiated shipping more with greater speed. 
Because the Beijing-Datong-Pukou line has had a lot of damage, the regulations 
allow each train to pull 1,400 tons unless the engineer of the train can 

vouch for safety, then he can pull 3,500 tons. This will be more than triple 
the utilization rate of the train. By the end of the first 10 days in Febru- 
ary, the total number of trainloads for the entire subbureau was more than 

909 ,000 which is 200 trainloads more than what was planned. [Text] [Beijing 
CONGREN RIBAO in Chinese 15 Feb 82 p 1] 


CSO: 4006/349 
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GENERAL 


FEATURES OF ECONOMIC CONTRACTS IN CHINA EXPLAINED 
Beijing ZHONGGUO CAIMAO BAO in Chinese 26 Dec 81 p 4 


[Article by Song Jinbo [1345 6855 3134]: "Economic Contract and Conditions 
of Its Validity”) 


[Text] To correctly implement the "Economic Contract Law of the People's 
Republic of China," we must correctly understand what an economic contract 
is and what the conditions of its legality and validity are. This is a pre- 
requisite as well as the foundation for the study and enforcement of the 
“Economic Contract Law of the People's Republic of China." 


What an Economic Contract Is 


A contract, also called a deed in common parlance, is a kind of agreement 
signed by two parties concerning certain specific interests and duties. An 
economic contract is so called because of its economic substance. Article 2 
of the Economic Contract Law says: “An economic contract is an agreement 
between different juridical persons in achieving certain economic objectives, 
including a clear definition of the relations of mutual interests and duties.’ 
From this, we can see that an economic contract has the following features: 


(1) An economic contract represents a legal act of two (or more) parties 

und is the result of their identity of purpose. Unilateral action cannot 
constitute legal relations in an economic contract. (2) An economic contract 
represents a legitimate legal act, and its contents must be consistent with 
state principles and policies. It must be within the scope permitted by 
existing economic law. It must be legal in order for it to have legal 

effect and for the contracting parties to be able to enjoy the protection and 
supervision of the state in the form of coercive power. (3) An economic 
contract must serve a definite economic objective. In other words, it must 
have some econemic activity as its substance. 


An economic contract is a byproduct of social productive forces developed up 
to a certain stage, and belongs to the category of history. It is a legal 
system born after the appearance of commodity exchange and developed along 
sith the development of the commodity economy. Different social systems give 
it different class nature. Under the socialist system, it serves as a tie 
between production, supply, transportation, marketing, and other forms of 
economic activity. Besides being the basis for the compilation of state plans, 
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it is an effective guarantee of the implementation and fulfillment of state 
plans and the principal measure used by socialist countries for economic 
management through economic and legal means. 


Both the party and the state have always attached great importance to the 
economic contract system and have given full play to the positive role of 
economic contracts in the national economy ever since the founding of the 
People's Republic. The 10 years of domestic turmoil deprived economic con- 
tracts of their legal protection. After the Third Plenary Session of the llth 
Party Central Committee, however, the role of economic contracts and the 
position they occupy in the national economy were again emphasized, and a 
series of decisions and regulations have been adopted in the sphere of law for 
popularizing the contract system, strengthening the control of contracts, and 
providing procedures for the settlement of economic disputes, Now, the 
"Economic Contract Law of the People's Republic of China," which provides a 
legal basis for economic tribunals to try disputes over economic contracts, 
has been promulgated. 


Conditions for the Validity of Economic Contracts 


The conclusion of an economic contract is not only a form of economic activity 
but also a legitimate, legal act. Only valid economic contracts can be pro- 
tected by state laws; therefore, in signing economic contracts, we must 
strictly abide by the economic contract law. Economic contracts can be 
legally binding only under the following conditions: 


1. Both (or more) signatory parties must have the qualification of juridical 
persons. 


Article 2 of the Economic Contract Law stipulates that an economic contract 
is an agreement between different juridical persons for the achieving of 
certain economic objectives, including a clear definition of the terms of 
interests and duties--meaning that the main bodies must be juridical persons. 
Then, what is meant by juridical persons? “Juridical person" is a technical 
legal term currently used in the legal circles of our country, standing for a 
legal entity. We speak of juridical persons as being different from natural 
persons (citizens) in order to imply the legal position of social organiza- 
tions, which are thus personified. Under certain conditions, they will, like 
natural persons, enjoy rights and undertake responsibilities according to law. 
All social organizations that engege in production and management are called 
economic juridical persons according to economic law. For example, industrial 
and mining enterprises and rural communes and production brigades are all 
economic organizations that practice economic accounting. They are the most 
common principal parties under the economic contract law, while government 
organs, military units, public agencies, and other social groups are not 
social organizations with economic accounting, although they are under the 
state budget. However, they can manage the allocation of budgeted funds 
independently within their own jurisdictions. Therefore, when involved in the 
legal affairs with economic activities as the substance, they are also the 
principal parties in economic contracts. 
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Even though a social organizatidn has acquired the qualifications of a juri- 
dical person, it does not mean that, just for this reason, it can sign an 
economic contract. The limits of a juridical person's rights are determined 
by his motive in acquiring the qualifications of a juridical person and the 
scope of his business activities. If these requirements are not met, the 
signed contract will not be valid. Also, who can sign economic contracts 

on the juridical person's behalf? Generally they are signed by the attorney 
legally entrusted by the juridical person for this purpose. For example, the 
director of a factory, the manager of a commercial store, and the responsible 
persons of government organs or social groups can either sign the contracts 
themselves or delegate this power to attorneys. In other words, the legal 
representative can delegate the power to a responsible person in charge of 

a certain business to sign economic contracts in the name of the juridical 
person. However, the attorney must have the power-of-attorney specifying the 
substance of the contract and the duration of validity. The legal repre- 
sentative, or the attorney on his behalf, cannot exceed the limits of his 
authority in signing economic contracts; otherwise, he will be held responsi- 
ble for the consequences. 


Article 54 deals with some exceptional conditions, namely: 


"This law applies to the economic contracts signed between individual under- 
taking households and rural commune members on the one hand and juridical 
persons on the other.” We must correctly understand and apply this stipula- 
tion subject to two preconditions: first, either one of the two contracting 
parties must be a juridical person; and second, rural commune members can 
conclude economic contracts only with rural communes and production brigades. 
If a commune member signs a production contract with a production team, he 
cannot expand the scope of its applicability at will. 


2. The substance of economic contracts must be consistent with the require- 
ments of state policies, the stipulations of law, and state plans. 


Article 4 of the Economic Contract Law states: "The conclusion of economic con- 
tracts must be in accordance with state laws and must meet the requirements 

of state policies and plans." State policies and laws are a centralized re- 
flection of the will and interests of the broad masses of people. Any economic 
contract that violates the law, decrees, and plans will impinge on the 
interests of the state and the people, and are [therefore] illegal and without 
legal effect. Therefore, no individual or unit whatsoever can take advantage 

of a contract in order to carry out illegal activities, disturb the economic 
order, disrupt state plans, or jeopardize the public interest for illegal 

gain. At the same time, according to Article 7 of the Economic Contract Law, 
invalid economic contracts are listed as follows: (1) contracts in violation 

of the law, state policies and plans; (2) contracts concluded by fraudulent 
means or under duress; (3) contracts signed by an attorney who has overused 

nis authority, or contracts signed by an attorney for himself or for others 
«hom he represents, but in the name of the person who has authorized him to 

act on his behalf; and (4) economic contracts that are against state interests 
or social and public interests, An invalid economic contract is not legally 
binding, and none of the contracting parties can use it as a basis for 
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insisting on their rights and applying for judical protection. However, this 
does not mean that they can be absolved from their responsibility for the 
legal consequences. They are still held economically and legally liable for 
damage according to the seriousness of the violation and the extent of the 
damage. 


3. Equality, Mutual Benefits, and Compensation at Equal Value Are Required 
for Contracting Parties 


Article 5 of the Economic Contract Law says: “Economic contracts must be 
based on the principle of equality and mutual benefit, unanimity through 
consultation, and compensation at equal value. None of the contracting 
parties can impose his will on the opposite party, and no individual or unit 
whatsoever can illegally intervene.” Socialist economic organizations con- 
sist of different independent commodity producers and business managers who 
are all equal before the law. Both parties should have equal and identical 
interests and duties. Therefore, economic contracts must be based on volun- 
tary consultation and the simultaneous consideration of state, collective, and 
individual interests in a just and reasonable way. “Compulsory contracts" 
should be opposed. None of the contracting parties can do anything detri- 
mental to the interests of the opposite party, and far less to the interests 
of the third party or to the social and public interests. If an economic con- 
tract is obvidusly unjust and likely to be detrimental to the interests of 
the opposite party or a third party, the economic contract is invalid, and 
the injured party has the right to demand compensation. 


4. Economic Contracts To Be in Written Form 


To preserve their stability and dignity, we must execute an economic contract 
in writing instead of doing it verbally. At the same time, not only the con- 
tract but also the relevant data should be in a written form. Article 3 of 
the Economic Contract Law says: "Apart from those which will soon be liqui- 
dated, all economic contracts should be in written form. Documents, tele- 
grams, and diagrams for the alteration of contracts as agreed to by the con- 
tracting parties are also considered components of the contract." 


These are the main conditions necessary for the legality and validity of 
economic contracts. Furthermore, when any party makes extraordinary demands, 
agreement must be reached beforehand, after mutual consultation. A legal 
and economic contract, once signed, must be strictly carried out, and any 
party who refuses to do so or who fails to carry it out completely must be 
held economically or legally liable according to Article 4 of the Economic 
Contract Law. 


9411 
CSO: 4006/281 


58 











GENERAL 


’EATURES OF CHINESE ECONOMIC CONTRACT LAW EXPLAINED 
‘eijimg ZHONGGUO CAIMAO BAO in Chinese 26 Dec 81 p 4 


Article by Pan Jingcheng [3382 7234 2052] and Xu Xuelu [1776 1331 7773]: 
‘Special Features of our Economic Contract Law"] 


{Text] The adoption of the "Economic Contract Law of the People's Republic 
of China” at the Fourth Session of the Fifth National People's Congress is a 
major event not only in our economic life but also in our legal system. This 
article will attempt to present some superficial views on special features 

of this economic contract law. 


Consistent With Our National Conditions 


Our economic contract law is based on, and is consistent with, our national 
conditions. The most important feature is that it reflects the economic 
characteristics in our country at present. 


Our economic contract law has a socialist character as determined by our 
socialist economic base. At the present stage, ours is a socialist commodity 
economy formed of many different economic sectors. It is necessary to use 
economic contracts as a legal means to ensure the normal progress of economic 
activities. This is the first time that we have used economic contract law 
as a legal means to affirm the system of legal entities in our country. In 
the economic contract law it is clearly pointed out: "An economic contract 
is an agreement between different legal entities for achieving certain 
sconomic objectives, including a clear definition of the relations of mutual 
interests and duties." The system of legal entities has been adopted in our 
country as a legal recognition of the dominant position occupied by the 
social organizations in economic anc legal relations. Their engagement in 
production and their participation in circulation in the capacity of legal 
entities are not only advantageous to the integration of rights and responsi- 
bilities and the combination of state, enterprise, and individual interests 
in the economic activities of enterprises and other units, but they are also 
elpful in giving full play to the initiative and enthusiasm of the enter- 
rises and in promoting the restructuring of our economic systems. At the 
same time, it will be more convenient for the state to conduct examinat ions 
into and exercise supervision over the enterprises and other units. 
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Another special feature of our economy is that the system of responsibility for 
production in various forms is now extensively adopted by all trades and under- 
takings throughout the country, especially in the countryside; many areas have 
used economic contracts as a means of perfecting or consolidating the system 
of responsibility for production. The economic contract law reflects this 
objective reality and makes it clear that it is applicable not,only to the 
contractual relationship between legal entities but also to the relationship 
between individual undertakings, which are nonlegal entities, as well as be- 
tween rural commune members and legal entities. This is necessary because the 
individual economy is an indispensable supplement to the state and collective 
sectors of economy, and therefore relations between urban individual under- 
takings and economic units under the state and collective sectors are inevita- 
ble. Furthermore, along with the popularization of the system of responsibility 
for production in the countryside, economic contacts with commune members and 
collective economic units will be much more frequent, and it is only 
reasonable that contacts between them should be regulated by the economic con- 
tract law. The promulgation and implementation of the economic contract law 
are of very great significance to the introduction and popularization of the 
system of economic responsibility. Introduction of the responsibility system 
in various forms through economic contracts will fashion a relationship be- 
tween the contracting parties with regard to rights and responsibilities, and 
this relationship will acquire an economic and legal character and receive 
legal production. This will not only result in an integration of responsi- 
bilities, rights, and interests, thus fully arousing the enthusiasm of the 
enterprises and workers, but it will also legally ensure that the state will 
receive the largest share first, that the enterprises should retain the 

major part of the rest, and that individuals will receive more from the dis- 
tribution. It will also guard against the possible defect whereby certain 
enterprises and individuals might stress their rights and interests and 
neglect their responsibilities and duties in their one-sided quest for 
profits. Enforcement of the responsibility system in the form of production 
contracts wil] not only ensure the fulfillment of the tasks of unified pro- 
curement and quota procurement with regard to quality and quantity, but it 
will also enable the commune members to be aware of their obligations and thus 
will further arouse their enthusiasm. At the same time, the signing of con- 
tracts will guarantee the supply of the means of production by the state for 
the commune members according to the contracts. Therefore, in the responsi- 
bility system, economic contracts serve as “ties” to link the state, the 
collective, and the individuals; the economic contract law, according to the 
legal system, gives these contracts a legally binding effect. That is why 

the promulgation of the economic contract law is an important measure for 
consolidat ing and perfecting the various forms of responsibility for produc- 
tion and management, and for enabling the responsibility system to develop in 
a steady and healthy way. 


Another feature of our national economy is the regulative role of the market 
as a supplement to the planned economy on the basis of public ownership. 

In our country, planning is the main basis of contracts, while contracts 
supply important data for the formulation of plans and serve as a means to 
carry out the plans. Economic contracts are necessary for either enforcing 
the planned economy or bringing into play the regulative role of the market. 











furthermore, national economic readjustment is now being carried out according 
co plan. That is why “guaranteeing the fulfillment of state plans” is con- 
sidered one of the functions of the economic contract law. It clearly points 
out: “No unit or individual can take advantage of contracts” as a means of 
“undermining state plans,” and, based on our national conditions, it specifi- 
cally states that "all economic contacts having to do with products and 
projects under state plans of a mandatory nature should be covered by 

economic contracts according to the standards set by the state"; and “economic 
contacts having to do with products and projects under state plans of a guid- 
ing nature should be covered by economic contracts, based on the standards set 
by the state in combination with the actual conditions in each unit.” In view 
of the binding effect of plans, any change in or termination of contracts under 
extraordinary circumstances should have the prior approval of the relevant 
departments in charge, if state plans of a mandatory nature for products or 
projects are involved. 


Therefore, our economic contract law is a socialist law that is entirely 
consistent with our national conditions. It reflects our economic features 
and sums up the fruits of victory in our economic readjustment and rest ructur- 
ing. It is also a shapr weapon for accelerating the triumphant advance of 
readjustment, restructuring, and the four modernizat ions. 


A Summation of Experiences Over the Past 30 Years 


Article VI of the Economic Law stipulates in explicit terms: “Economic con- 
tracts are based on law and have legal binding effect. The contracting parties 
have the duty of overall fulfillment of the contractual obligations, and the 
contracts cannot be unilaterally altered or terminated.” Implementation of the 
principle of overall fulfillment is the result of a summation of our ex- 
periences, both positive and negative, over the past 30 years in the adoption 
of the contract system. The purposes of our contract system are to ensure 

that state plans are fulfiiled, that production is promoted, and that the 
people's constantly increasing material and cultural needs are met. That is why 
particular stress is laid on the fulfillment of economic contracts in practice. 
in other words, the contracting parties should fulfill all contractual obliga- 
tions according to schedule and [meet] quality and quantity standards--par- 
ticularly the contract objectives concerning commodities, labor, engineering, 
projects, and technical cooperation. The number of economic contracts in our 
economic life is very large; if the principle of overall fulfillment cannot 

be upheld, there will be a very serious effect on all types of economic work. 


First, the economic contract law includes specific stipulations as to the 
signing and fulfillment of contracts. In view of the present problems in 
concluding and fulfilling contracts, the economic law has provided specific 
stipulations according to the essential characteristics of different con- 
tracts, in addition to general stipulations regarding the forms and substance 
of contracts, the means of payment, downpayments, securities, invalid con- 
tracts, and so forth. This will effectively reduce or guard against con- 
tractual disputes and ensure the smooth fulfillment of contracts. 
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Second, the economic contract law clearly stipulates the responsibility for 
any breach of contract. Fulfillment of economic responsibility ensures the 
eaforcement of contract laws and the legitimate interests of the contracting 
parties. Therefore, the economic responsibility of the contracting parties, 
particularly the responsibility for a breach of contract, should be clearly 
indicated. Our economic contract law includes a special chapter generally 
dealing with responsibility in case of a willful or unintentional breach of 
contract, or a breach of contract through malfeasance, dereliction of duty, 
or violation of the law. In the past, when a contracting party failed to 
meet its contractual obligations for reasons having to do with the higher 
leading organs or the business departments in charge, the units at the lower 
levels dared not ask any questions, while the units and the same level would 
not do so, and the judicial organs had no way to pursue the liability. Now, 
the economic contract law clearly stipulates that in case of a breach of con- 
tract for reasons involving higher leading organs or the business departments 
in charge, the defaulting party can first pay a penalty for breaking the 
contract or indemnify the other party and later claim compensation from the 
higher leading organ or the business department in charge. The economic con- 
tract law includes stipulations for prescribing the penalty for breach of 
contract, the payment of compensation, and the time for such payment, as well 
as the specific stipulation that the money paid in fines for a breach of 
contract “cannot be charged to production costs.” In addition, the economic 
contract law includes separate stipulations for different types of economic 
contracts with regard to the specific conditions for payment of “breach of 
contract” fines and compensations, the amounts to be paid, and the responsi- 
bility for expenses. In short, all the stipulations in our economic contract 
law concerning the payment of fines and compensation in case of a breach of 
contract are intended to guarantee the fulfillment of contractual obligations. 
This is the guiding principle in the entire economic contract law, and is 
another prominent feature of our economic contract law. 
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GENERAL 


SYMPOSIUM IN SHANDONC DISCUSSES ECONOMIC PROBLEMS 
Jinan DAZHONG RIBAO in Chinese 29 Dec 81 p 3 


[Article by Bao Yongshan [0545 3057 0810) and Wang Xiuyin [3760 4423 6892]: 
“Provincial Economic Association Holds Annual Meeting To Discuss Proportionate 
Economic Development and the Responsibility System™] 


[Text] The Provincial Economic Association held its 1981 annual meeting in 
Jinan from 24 to 27 December. A total of 45 academic theses and investigative 
reports were presented at the meeting. Centering closely around the actual 
conditions in Shandong, the meeting discussed in particular the problems of 
planned and proportionate economic development and the system of economic 
responsibility. 


During the discussions, many comrades pointed out that great changes have taken 
place in the proportionate relationship of the national economy, following mre 
than 2 years of economic readjustment in Shandong Province, and that the 
economic structure is developing in a rational direction. The participants 
held that arranging the proportionate relationship among agriculture, light 
industry, and heavy industry, with the increase in consumer goods as the 
central issue, should be the basic principle to be followed not only during 
the present economic readjustment period but also throughout the socialist 
period. Only thus can we form a rational economic structure and bring about 

a healthy cycle in our national economy. As to the question of speed in 
national economic development, they held that we could never return to the old 
way of setting unrealistic “high targets" and striving for “high speed” 

simply because economic development has been slow and some undertakings had 
been adversely affected during the period of economic readjustment. The 

speed that is to be maintained must be based on a harmonious balance, with 
better economic results as the goal. However, we must not overlook the 
necessity for maintaining a certain speed in economic growth, because this 

is necessary for the sustained development of social reproduction and for 
heavy industry to supply advanced technical equipment for various sectors 

of the national economy. This is necessary for the harmonious development of 
the two major categories of social production. The participants proposed that 
people in economic circles should pay attention to the study of the inter- 
relationship between the two maior categories of social reproduction and their 
concrete forms of manifestation. concrete quantitative analysis should be 
conducted on certain aspects in order to draw the logical demarcation line. 
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Some comrades at the meeting tried to explore ways to correctly handle the 
relationship between accumulation and consumption. The consumption fund 
should ensure a steady rise in the people's standard of living every year, 

but the speed of this rise cannot exceed the speed of the rise in labor pro- 
ductivity. The accumulation ‘und should meet the requirements of expanded 
reproduction in the way of money and materials, but expanded reproduction can- 
not hinder the continued improvement of the people's livelihood. In other 
words, the increase in the consumption fund should be confined within the 
scope prescribed by the growth of production; otherwise, this fund cannot last 
long. Also the increase in the accumulation fund should be confined within 
the scope prescribed by the improvement in the people's livelihood every year; 
otherwise, accumulation will be meaningless. 


With regard to the system of economic responsibility being adopted in various 
forms by the agricultural, industrial, and finance and trade departments, the 
participants held that the system of responsibility is a form of production 
management or business management based on the integration of economic rights, 
economic responsibilities, economic results, and economic interests under the 
socialist system of public ownership. This is highly significant because, 
through changes in labor organization and in the methods of management and 
distribution, it brings a partial readjustment and further improvement in 

the relations of production. During the discussion, opinions differed with 
regard to the system of fixing output quotas on the basis of households, and 
the responsibility of households for all farm work. Some comrades held 

that these two systems of responsibility--particularly that of "unified 
undertakings and responsibility of households for all farm work"--are the 
better forms because they can bring into play the strong points of the collec- 
tive economy and help arouse the commune members’ enthusiasm. Others held 
that although they are components of the socialist agricultural economic struc- 
ture, there is nevertheless some trace of small peasantry economy, so that 

for those units with fairly strong leading bodies, a high standard of mechan- 
ization, and fairly efficient economic diversification, it would be better to 
adopt the system of "fixing output quotas on the basis of specialized groups, 
and linking remuneration to planned output.” Many comrades also conducted 
useful discussions in an attempt to explore the essence and roles of economic 
responsibility among the industrial and finance and trade enterprises, 
[discussions] on ways to handle correctly the interests of the state, the 
collective, and the individuals, and [discussions] on ways to further improve 
the system of economic responsibility. 


At the meeting, the participants listened to the reports by the relevant 
provincial departments on the economic readjustment and restructuring in 
Shandong Province. Those comrades who had participated in the national con- 
ference on the system of responsibility for agricultural production, those 
who had attended the national conference on the study of "Das Kapital,” and 
those who had just returned from an inspection trip to the United States all 
made separate reports at the meeting. 
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GENERAL 


WAYS TO ALTER OR TERMINATE ECONOMIC CONTRACTS ELABORATED 
3eijing ZHONGGUO CAIMAO BAO in Chinese 12 Jan 82 p 3 


[Article by Pan Haimin [3382 3189 3046]: "The Alteration and Termination of 
Economic Contracts" ] 


[Text] Social economic activities are very complex, and the conditions for 
carrying out contractual obligations are constantly changing. Readjustment 
of plans, the closure, suspension, merging and retooling of enterprises, 
changes in market supply and demand, natural disasters, and so forth can 
make the fulfillment or the complete fulfillment of original contractual 
obligations impossible. Some alteration or a termination of the contract is 
therefore necessary. Alteration and termination of economic contracts subject 
to legal restrictions and specific stipulations are dealt with in the 
"Economic Contract Law." 


The so-called alteration or termination of an economic contract means that 
the contracting parties have reached some new agreement on the basis of the 
original contract. However, the legal aftereffects cannot be exactly the 
same. Termination of a contract means it is terminated before it is fulfilled, 
but this does not mean that responsibility for debts incurred as a result of 
the contract is over. In other words, unless there is some law to the con- 
trary, damage to the opposite party should be compensated. The alteration of 
a contract means a revision of the substance of or the clauses in a contract, 
and after the alteration the contract should carry new interests and duties 
for the contracting parties. 


The alteration or termination of contracts is a legitimate act only under 
extraordinary conditions. Based on the realities in our country, the 
‘Economic Contract Law" stipulates that alteration or termination of con- 
tracts can be permitted under one of the five following conditions: 


First, both parties must have come to an agreement after consultation, while 
the state's interests must not be impaired and the implementation of state 
plans must not be impeded by the alteration or termination. This implies 

two requirements: first, adherence to the principle of agreement after con- 
sultation; and second, such consultation should be carried out on the pre- 
condition that the interests of the state must not be impinged and that state 
plans must not be impeded. Otherwise, such alteration or termination cannot be 
considered valid. 
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Second, the plan based on the contract has been revised or shelved, as deter- 
mined by the system of planned economy in our country. All economic activities 
affecting planned products or projects should be covered by economic con- 
tracts according to the standards set by the state. Thus when the plan is 
altered or canceled, the economic contract concerned should also be duly 
altered or terminated. Only thus can the fulfillment of plans be ensured. 


Third, one of the contracting parties may find it impossible to carry out the 
contractual obligations because of "closure, suspension, merging, or retool- 
ing.'’ While the economic readjustment is going on in our country, enterprises 
may undergo many changes. Under such circumstances, if one of the contracting 
parties proposes alteration or termination of the contract, the other party 
should actively cooperate in consideration of the overail interests. 


Fourth, contractual obligations sometimes cannot be fulfilled because of 
irresistible forces. [The term] irresistible forces refers to the kind of 
coercive power that cannot be resisted by human efforts. These forces can be 
caused by either subjective or objective elements. First, something may 
happen beyond the anticipation of the contracting parties. Second, during 
that time and under the local conditions, the contracting parties, with the 
technical and material resources at their disposal, could not possibly take 
any precautionary measures. However, if the forces could be anticipated and 
no precautionary measures were taken, then the term "irresistible forces" 
ceases to be applicable. Sometimes, irresistible forces take the forms of 
natural phenomena, such as earthquakes, typhoons, floods, drought, holocaust, 
and fires from natural causes. Sometimes, they take the form of social 
phenomena, such as war and similar military operations. If a contract is 
altered or terminated for these reasons, the contracting party should be 
absolved or partially absolved from his obligations. 


Fifth, if one party commits a breach of contract, the fulfillment of contrac- 
tual obligations by the other party is unnecessary. For example, a certain 
commercial store has signed a contract with a certain factory for the purchase 
and marketing of electric fans, with the stipulation that the goods should 

be delivered in July. However, the factory could not deliver the goods until 
October. Then the commercial store can terminate the contract because of the 
breach of contract on the part of the factory, and can refuse to accept the 
electric fans. At the same time, the factory should bear the responsibility 
for the breach of contract. 


When one contracting party demands an alteration or termination of the con- 
tract, the other party should be notified in good time. Apart from condi- 
tions in the fourth and fifth categories, any loss suffered by one party as a 
result of the alteration or termination of contracts by the other party should 
be compensated by the responsible party. 


Proposals concerning the alteration of termination of contracts and replies to 
them should have a time limit; this limit can be set by the relevant business 
department in charge or through consultation among the contracting parties. 
The time limit set by the business department in charge can vary according 

to actual conditions. 
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‘TA KUNG PAO’ ON GEOLOGICAL SURVEY OF TAIWAN STRAIT 
HK120208 Hong Kong TA KUNG PAO in Chinese 8 Jan 82 p 3 


(Report: “Results of Taiwan Strait Geological Survey Reveal Discovery of 
Sedimentary Basin in Sea Area Off Chaozhou and Shantou"] 


[Text] Beijing, 7 Jan (ZHONGGUO XINWEN SHE)--With the completion of prelim- 

inary investigations there is now hope that more than 30 of the ferrous and 
nonferrous producing areas discovered in China during 1981 will prove to 
contain large and medium size mineral deposits. In the mining areas currently 

being prospected there are over 130 places having good prospects and more than 

80 areas which have already produced minerals on the level of large and 

medium scale mines. Moreover, success has also been achieved in more than 

170 items of scientific research. 


The above-mentioned information was revealed by the head of the Geological 
Department, Sun Daguang, in a report he made to the conference currently 
underway in Beijing [to] department heads of the provincial, mumicipal and 
autonomous district levels. 


The geological survey of energy related minerals: An investigation of marine 
geology carried out in the Taiwan Strait and Taiwan shallows has already 
revealed the existence of a sedimentary basin covering an area of 20,000- 
30,000 square kilometers. This basin is potentially rich in oil and gas. 

In northern Sichuan an area of 28 square kilometers has been designated as 

the Shilongchang oil and gas field, and drilling just outside of this area 

has uncovered industrial grade oil and a gas deposit. In northwestern Sichuan 
a structural belt covering an area of several hundred square kilometers has 
also been discovered, and in the Xiaoquan area, structure drilling has 
revealed a layer of high-pressure gas. 


The geological survey of ferrous and nonferrous minerals: In the more than 
110 mineral-producing areas newly discovered, the mining of nonferrous 
minerals, precious mtals and ferrous metals has proved the most successful. 
The mineral deposits in many of these areas have very good prospects: the 
minerals are near the surface, of a good quality and of high grades. For 
example, the tin deposits in Yunnan, the molybdenum and tumgsten deposits in 
Henan, the kaolin deposits in the coastal region of Fujian and the superior 
quality quartzite deposits in Hubei. The discovery of molybdenum deposits 
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in Liaoning and porcelain clay in the eastern section of Jingdezhen in 

Jiangxi have provided the material conditions for reopening these ancient 
mountain mines. Many of the mineral-producing areas have good prospects and 
some are particularly outstanding. For example, the gold deposits in Shandong 
and Henan, the gold and silver deposits in Guangdong, the aluminium and copper 
deposits in Guizhou and Shanxi, the mercury deposits in Human, and the 
abundant iron deposits in Yunnan. 


The geological survey of hydrology: The nationai (excluding Taiwan and 
Xizang) underground water resources have been estimated to be around 800 
billion cubic meters per annum; a preliminary survey has also been carried 
out of the underground water resources in Shanxi and the easterm section of 
the Taihangshan Mountains. Survey is being carried out in more than 10 sites 
at the mouth of mountain rivers where there is enough water to operate power 
Stations. New sources of water have also been either discovered or verified 
for several commodity grain bases, drought areas, and Harbin and 10 or so 
other cities in which have accute water shortages. 


CSO: 4006/348 
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Civil Engineering 


AUTHOR: GUO Zhenhai [6665 6966 3189] 
ZHANG Xiugin [1728 4423 3830] 
ZHANG Dacheng [1728 6671 2052] 
WANG Ruqi [3769 1172 3823] 


ORG: All of Qinghua University 
TITLE: “Experimental Investigation of the Complete Stress-Strain Curve of 
Concrete” 


SOURCE: Beijing JIANZHU JIEGOU XUEBAO [JOURNAL OF BUILDING STRUCTURES] in Chinese 
No 1, 5 Feb 82 pp 1-12 


TEXT OF ENGLISH ABSTRACT: A simple and effective experimental method in which a 
general hydraulic test machine with a couple of jacks is utilized to measure the 
complete stress-strain curve of concrete under monotonic and cyclic loading is 
introduced in this paper. Several factors that influence the behaviors of deforma- 
tion and cracking of concrete have been considered in the testing program. From the 
test results, the relationship between the shape of the complete stress-strain 
curves and the failure modes are discussed and the formula of the complete stress- 


strain curve with the necessary parameters is suggested for various kinds of con- 
crete. 


AUTHOR: TANG Guanzuo [3282 7070 4373] 
ZHAO Bingquan [2156 3521 3123] 
ZHU Huixian [4555 1920 0103] 
SHEN Ximing [3088 1585 2494] 


ORG: TANG, ZHAO and ZHU all of the Suzhou Research Institute of Cement Products, 
Ministry of Building Materials; SHEN of the Ninth Design Institute, Sixth Ministry 
of Machine Building 


TITLE: "Study of the Fundamental Structural Behavior of Concrete Filled Steel 
Tubular Columns" 


SOURCE: Beijing JIANZHU JIEGOU XUEBAO [JOURNAL OF BUILDING STRUCTURES] in Chinese 
No 1, 5 Feb 82 pp 13-31 


TEXT OF ENGLISH ABSTRACT: Based on a test of concrete filled steel tubular columns 
with various percentages of steel, the core concrete strength and slenderness ratio, 
basic structural behavior and compression failure mechanism of concrete filled tubular 
-olumns are studied and analyzed. 


Equations and diagrams for designing such columns under axial and small eccentric 
loads are given in this paper and have been used in practical engineering designs. 
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AUTHOR: SHEN Ximin [3088 1585 2494] 
TANG Guanzuo [3282 7070 4373] 
ZHAO Bingquan [2156 3521 3123] 


ORG: SHEN of the Ninth Design Institute, Sixth Ministry of Machine Building; 
TANG and ZHAO both of the Suzhou Research Institute of Cement Products, Ministry of 
Building Materials 


TITLE: "Designs of Concrete Filled Steel Tubular Columns in Industrial Buildings” 


SOURCE: Beijing JIANZHU JIEGOU XUEBAO [JOURNAL OF BUILDING STRUCTURES] in Chinese 
No 1, 5 Feb 82 pp 32-37 


TEXT OF ENGLISH ABSTRACT: Designs of concrete filled steel tubular columns in in- 


dustrial buildings are presented in this paper and details of joints as well as 


analysis of their economic effect are discussed. It could be used as a reference 
for designers. 


AUTHOR: WU Delun [0702 1795 0243] 
ORG: Zhongqing Institute of Building Engineering 
TITLE: "The Stability of Single-story Mill Bents" 


SOURCE: Beijing JIANZHU JIEGOU XUEBAO [JOURNAL OF BUILDING STRUCTURES] in Chinese 
No 1, 5 Feb 82 pp 38-49 


TEXT OF ENGLISH ABSTRACT: In this paper, the formula for computing the stability 
of single-story mill bents has been developed by applying the formula for computing 
column buckling under vertical force expressed in integral form. 


Considering the effects of space behavior and load distribution on the bent, a 


practical method for calculating the effective length of the bent columns is pro- 
posed. 
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AUTHOR: JIANG Dahua [5592 1129 7520] 
LI Hongyuan [2621 7703 3293] 
ZHANG Zhaozhen [1728 0340 2823] 


ORG: JIANG and LI both of Tongji University; ZHANG of Shanghai Institute of 
Industrial Architectural Design 


TITLE: "Research on Shear Strength in Prestressed Concrete Hollow-core Slab" 


SOURCE: Beijing JIANZHU JIEGOU XUEBAO [JOURNAL OF BUILDING STRUCTURES] in Chinese 
No 1, 5 Feb 82 pp 50-58 


TEXT OF ENGLISH ABSTRACT: Prestressed concrete hollow-core slab is a widely used 
structural element. However, its shearing strength has scarcely been studied, and 
it has not been specifically given in most design codes. In this paper, a theo- 
retical analysis for the cracking and ultimate strength in shear of the prestressed 
concrete hollow-croe slab together with the experimental results are presented. In 
order to simplify the calculation, a magnifying factor for the minimum web thickness 
is introduced. This factor allows for all sources of strength increase, such as 

the shape and dimension of the slab cross section, the prestress developed in the 
element and the percentage of longitudinal reinforcement. 


AUTHOR: BAI Aodong [2672 0277 0392] 
WANG Shixiong [3769 0013 7160) 


ORG: Both of the Sichuan Institute of Building Research 


TITLE: “Experimental Test and Analysis of the Bearing Capacity of Longitudinal 
Reinforced Brick Column with Cement Mortar Facing Layer" 


SOURCE: Beijing JIANZHU JIEGOU XUEBAO [JOURNAL OF BUILDING STRUCTURES] in Chinese 
No 1, 5 Feb 82 pp 59-68 


TEXT OF ENGLISH ABSTRACT: The formulas for computing the bearing carrying of the 
composite brick column (longitudinal reinforced brick column with cement mortar 
facing layer) are proposed, which are based on the test results of 30 full-scale 
specimens with different ratios of reinforcement, slenderness, eccentricity, 
materials strength, etc. 


comparison with the specified formulas given in the current code shows that the 
results obtained by the proposed formulas are in closer agreement with the test 
results. The problems existing in the current code formulas have been pointed out 
and discussed in this paper. 
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AUTHOR: LI Yunzhang [2621 0061 4545] 
ORG: Research and Design Institute of Building Materials in Hunan Province 
TITLE: "Stabilization of Collapsible Loess Subsoil by Alkaline Solution" 


SOURCE: Beijing JIANZHU JIEGOU XUEBAO [JOURNAL OF BUILDING STRUCTURES] in Chinese 
No 1, 5 Feb 82 pp 69-80 


TEXT OF ENGLISH ABSTRACT: Consolidation of collapsible loess by alkaline solution 
is a different method from the existing methods of chemical stabilization of soil 
and its realization is dependent on the producing of colloidal matter from the 
solution. The principle of the present method lies upon the fact that the soil 


grains can be consolidated mutually by the reaction of the alkaline solution with 
the soil. 


This paper describes the theoretic principle of soil stabilization by the alkaline 
solution together with the results of experiments and experiences gained from 
actual practice. It has been shown that the main advantages of the given method 


are simplicity of construction, low cost, high strength and water tolerance of the 
stabilized soil. 
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AUTHOR: DING Yuguang [0002 5940 03}42] 
ORG: Construction Material Planning Academy, Ministry of Construction Materials 


TITLE: “Reconstruction of Wet Rotary Kiln to Utilize Residual Heat for Power Gen- 
eration: A Survey of 9 Cement Plants Using Residual Heat to Generate Electricity” 


SOURCE: Beijing SHUINI [CEMENT] in Chinese No 1, 10 Jan 82 pp 16-24, W~ 


ABSTRACT: It is the conclusion of the paper "Economic Comparison of 3 Schemes for 
Reconstructing Wet Method Cement Plants” (SHUINI No 9, 81) that none of these schemes 
is beneficial. This paper offers a contrary viewpoint. In Nov 80, the author and 
colleagues conducted a survey of 9 cement plants in Harbin, Bengi, Wushun, Jinxi, Da- 
lian, Gongyuan, Qixin, and Liulihe with a total of 23 residual power generating kilns 
in operation, As many kilns all over China are of 1920-30 vintage, the reconstruc- 
tion cost varies so much that an average cost is meaningless. With respect to those 
kilns that were new in 1976-80, the cost is estimated at about 6 million yuan each 
and the economic benefits are calculated to be a saving of 12,163.5 tons of coal, 

a production of 24,300 kwh of electricity, and an increase of production of 80 thou- 
sand tons of cement per kiln per year. In this manner, the capital investment may 

be recovered within 2 years. The technical data of 23 kilns obtained from the sur- 
vey are compared with data of similar kilns in Japan and the USA to support the view- 
point of the paper. 


AUTHOR: YOU Chuiwan [1429 0987 8001 ] 

ORG: Engineer, Sugian Cement Plant, Jiangsu Province 

TITLE: “Strict Scientific Management to Improve the Quality of Products" 
SOURCE: Beijing SHUINI [CEMENT] in Chinese No 1, 10 Jan 82 pp 31-32 


ABSTRACT: For many years, the extreme leftist ideology caused management confusion 
at Sugian Cement Plant. The production stayed around 20 thousand tons while the 
equipment capacity was 32 thousand tons. The quality of the products was unstable 
as well. A reorganization project was launched in 1977. Following theoretical conm- 
putations, production data analyses, etc. a formula for mixing raw materials was 
determined to cause it to be reasonable for the production condition and the para- 
meters of the clinker were controlled within a definite range. Throughout the plant, 
17 quality control points were established providing concrete items of inspection and 
job responsibilities. Each batch of raw materials, such as limestone, clay, etc. and 
zach shipment of fuel coal were to be analyzed in detail. The temperature of raw ma- 
terials before entering the kiln, of the clinker before grinding, and of the cement 
yefore packaging was to be controlled at below 40°C and older stock in the warehouse 
was to be shipped out before newer stock. Since the introduction of these manage- 
nent procedures, the plant has produced 100 thousand tons of cement in 2+ years L1979- 
a and 100 percent of it meets the quality standard of the state. 
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Flectric Power 


AUTHOR: None 


ORG: <Aian Hot Work Research Institute, Ministry of Electric Power; East China 
Electric Power Design Academy; Electric Power Construction Research Acadeny 


TITLE: “Calculation of Pressure Drop in Pulverized Coal Systea” 
SOURCE: Beijing DIANLI JISHU [ELECTRIC POWER] in Chinese No 1, 5 Jan &2 pp 7-12 


ABSTRACT: As the capacity of boilers increases, the problem of equalizing the fric- 
tion of the various pipes to insure even distribution of pulverized coal is becouing 
more important. Model experiments and on-site tests were set up to obtain real data 
for calculation. On the basis of summarizing these experiments, this paper discusses 
problems concerning the definition and computation of component resistance, friction 
drag of the pipes, localized friction of a single ell and that of a compound ell, the 
unstable precipitation of the powdered coal in the pipe, the throttling components, 
and the equalization of resistance of pipes of parallel connection. A method of con- 
puting the resistance or pressure drop of the pulverized coal system is preliminarily 
recommended. Finally, results of computation with the method are compared with me- 
Sults using methods recommended in the USSR and Japan. 


AUTHOR: LI Bozhi [2621 0590 0037 | 

ORG: Bureau of Electric Power Construction 

TITLE: “Conductor Sagging Adjustments in 5OOKV Line Sections" 

SOURCE: Beijing DIANLI JISHU [ELECTRIC POWER] in Chinese No 1, 5 Jan 82 pp 27-31 


ABSTRACT: For the purpose of preventing wear of conduction wire, tension machine was 
used to string the 500KV line in Pingwu and Yuanjin. New work procedures were adopt- 
ed in order to utilize the work capacity of the machine fully. This paper introduces 
methods of computing the stress of the wire of the spaces between various conductors 
or transmission towers as well as for determining the permissible range of variation 
for spacing the towers based upon representative weather and terrain conditions of 
China in terms of these new work procedures. 
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